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MAKE your METERS GO ‘ROUND 
with this FALE X ; Y, 


ITH sales mounting month after 

month—with dealers everywhere 
reporting that Silex, ‘the depression- 
proof appliance," is the “bright spot" 
of the year—the one appliance which 
can be bought with profit-confidence. 
Silex is a very important factor in the 
building of your connected load. 


And now—with this "Bride's Special" 
backed by an intensive, hard-hitting 
advertising campaign — reaching 29,- 
712,349 of the 29,904,633 families in 
the entire United States through the 
pages of 13 great national magazines 
—Silex Glass Coffee Makers offer you 
an extra load building opportunity. 


The "Bride's Special" is the very latest 
Silex Glass Coffee Maker, the Delray 
Model, in black or red Moldex trim, 
with the newly designed Delray Stove 
embodying the famous Silex quick- 
cooling feature .. . brewing pel «er 
without removing glass from stove; and 
Strainex for making delicious tea, “it 
strains as it pours”... a $6.05 value for 
only $4.95 in black trim. Red trim... 





a $6.35 value for only $5.25. Also 
Kitchen Range Model "Bride's Special” 
with Strainex . . . a $3.55 value for only 
$2.95 in black trim. In red trim, a 
$3.85 value for only $3.25. 


The “Bride's Special," of course, offers 
among others, these exclusive Silex 
features: Pyrex Brand Glass, guaran- 
teed against heat breakage; patented 
Silex Filter which assures clear, clean 
coffee—free from all sediment. 


Whether you merchandise or not, write 
for full details of how this Bride's Spe- 
cial" can help build load on your line. 


The Silex Company, Dept. P, Hartford, Conn. 


THERE IS ONLY ONE 
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BREWING COMPLETED WITHOUT REMOVING GLASS FROM STO 
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These Plants KNOW 
TODAY’S TAYLOR STOKER?” 


HROUGH constant research and de- 
lopment work, our engineers are con- 
ually improving Taylor Stokers to an- 
ipate your demands for reliable, low 
st steam generation. @® The Taylor 
oker, as is evidenced by these impor- 
t installations, is well worth your 
reful investigation. @ Call in one of 
representatives—and get the FACTS! 





The AE-CO Gur ‘ent Pees ee 


bea Ropes Pp ac 
’ aylor Stoker at taaisea. 


\MERICAN ENGINEERING COMPANY €3 


DELPHIA, PA. * IN CANADA: AFFILIATED ENGINEERING CORPORATIONS, LTD., MONTREAL, P. @. 
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IN THE CAUSE 


OF BETTER SERVICE 


Proper planning enables our Electric Utilities to provide their 
excellent service in time to meet the increasing public demand. 
In the same manner, the equipment manufacturers anticipate 
the demands of every part of the plant. This is accomplished by 
constant laboratory research and development of production 
equipment. Okonite-Callender is always ready with the right kind 
of cable to meet new service demands. Its facilities, too, are con- 


stantly functioning in the cause of Better Service. 


THE OKONITE-CALLENDER CABLE CO., INC. 


AN AFFILIATE OF THE OKONITE CO 
Executive Office: Passaic, New Jersey 


OKONITE QUALITY CANNOT BE WRITTEN INTO A SPEC 
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I* just a few days after the issuance of this 
number of the FortnicHTLy, delegates of, 
and others interested in the electric power in- 
dustry of America, will gather for the sixth 
annual convention of the Edison Electric In- 
stitiite at Atlantic City, N. J., starting June 6th. 
Notwithstanding the fact that this national as- 
sembly takes place during a period when the 
nation is in the throes of economic relapse and 
political confusion, there are a number of re- 
cent developments which make the immediate 
future of the electric light and power business 
appear a little brighter than it has been for 
quite a while, 


GENERALLY speaking, there seems to be some 
practical basis for hope of an armistice and 
settlement of the wasteful feud which has 
marked the relations of the industry and the 
Federal government at Washington. When a 
committee of leading utility executives sits 
down in serious but cordial conference with a 
realistic SEC to discuss how the complicated 
provisions of the Holding Company Act can 

carried out; when conferees to negotia- 
tions between the TVA and power companies 
in the Tennessee valley begin to report 
real progress; when certain utility con- 
cerns show evident intention of voluntary 
reorganization of capital structures which 
have been criticized in the past, there is reason 
to believe that there may at last be a turning 
in this long, long road which many feared 


WALTER S. FENTON 


Thanks to Federal wrangling over unimpor- 
tant power rights, New England still lies as 
exposed to ravages of flood waters as in 1936. 


(See Pace 643) 
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Blackstone Studios 
LUTHER R. NASH 


“... the elasticity which the reproduction cost 
or trended original cost basis of rate fixing 
provides should have careful consideration.” 


(See Pace 657) 


could end only in complete socialization of the 
industry. Then, too, there is the outlook for 
further industrial expansion. Early _ this 
month, for example, a staff report of the Vir- 
ginia State Corporation Commission showed 
that electric utilities in that state would in- 
crease their sales from 55 to 60 per cent by 
1946, if the present rate of development con- 
tinues. Doubtless, this condition is fairly 
typical of the general situation. 


APPROPRIATELY, we are presenting in this 
issue an article by one of the leading figures 
in the electric light and power industry, 
LutHer R. Nasu, who, as most readers well 
know, has long been identified with the Stone 
& Webster organization. Mr. Nasu, whose 
article discussing the possible obsolescence of 
reproduction cost in regulatory valuations be- 
gins on page 657, is an alumnus of Massachu- 
setts Institute of Technology. He later re- 
ceived an S. M. from Harvard. He is at pres- 
ent vice president of Stone & Webster Engi- 
neering Corporation in charge of appraisals. 


¥ 


3 yp seems to be a good bit of argument 
at cross-purpose over the proposed fi 

control compact between New England States 
which has been blocked in Congress by the 
Federal Power Commission and some rather 
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reis why you get quick, easy installation, 
longer life and greater safety with 


Jal SEAMLESS 
STEEL BOILER TUBES 


hen boilers get the shut-down habit, Jones & 
nghlin Seamless Steel Boiler Tubes will help 
get them back on the job in a hurry. Jones & 
ghlin Tubes roll in faster and then stay put. 
ey keep your boilers working efficiently and eco- 
mically because every length of Jones & Laughlin 
ler Tubes has built into it an extra margin of 
ength, safety and high ductility. 

e dependable strength and durability of J & L 
bes mean that boilers equipped with them stay on 






t job longer and with fewer costly shut-downs. 
€ next time you need boiler tubes, call your 
nes & Laughlin Boiler Tube distributor. You will 


tubes that are installed at a lower cost ... which 


t longer... and you will get them just as quickly 


you need them. 


INES & LAUGHLIN STEEL CORPORATION 


AMERICAN IROW ANWO STEEL Works 
PITTSBURGH, PENNSYLVANIA 


AERS OF HIGH QUALITY IRON AND STEEL PRODUCTS SINCE 1850 


MOHAN 






J&L—ALWAYS MAKING FINER CARBON STEEL 
PRODUCTS FOR NEW AND BETTER USES 
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8 PAGES WITH THE EDITORS (Continued) 


forthright critics of the private power indus- 
try. In the January 20:h issue of the Fort- 
NIGHTLY we published an article by the FPC 
general counsel, Oswald Ryan, which set forth 
(informally, of course) the legal position of 
the FPC with respect to its opposition to the 
original form of the compact. 


In this issue we are presenting another legal 
analysis of the New England flood control 
compact situation, this time from the view- 
point of an attorney who favors the position 
taken by the state governors. The author is 
Wa ttER S. Fenton, of Rutland, Vt., who has 
been a member of the Vermont bar since 1909, 
and was president of his state bar association 
in 1927. He has served in a number of im- 
portant posts within his profession, including 
membership on the State Board of Bar Ex- 
aminers (since 1929) and within groups or- 
ganized for purposes of reviewing the Ver- 
mon: statutes and constitution. Since 1935 he 
has also been an active member of the Section 
on Public Utility Law of the American Bar 
Association. 


RECALLING recent charges by public owner- 
ship advocates that there is some sort of con- 
spiracy on the part of utilities to capture valu- 
able power resources at proposed sites for 
the reservoirs on the Connecticut river under 
the original flood control compact, it is inter- 
esting to note the testimony presented not long 
ago before the House of Representatives 
Flood Control Committee by Colonel R. A. 
Wheeler of the Army Engineers. According 
to Colonel Wheeler, only three out of 
feasible dams on the Connecticut river have 
any power possibilities at all, and these three 
dams, if developed, could produce a total of 
205 kilowatts, or about as much power as a 
small airplane engine develops. Only one of 


WILL M. MAUPIN 


The Federal government should pack all its 
troubles into one grand, big headache. 


(See Pace 665) 
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these three dams is included in the government 
list for immediate construction. 


* 


tT is a horrendous picture of bureaucratic 
folly which our friend Witt Maupm, 
member of the Nebraska State Railway Com- 
mission, describes in his bantering article on 
TVA and other government adventures into 
the realm of business. He fails to understand 
how we can, as a nation, expect to live on goy- 
ernment benefits derived from taxes we 4 
to pay the government. It all seems so much 
like a man trying to make a dinner out of his 
own I.0.U.’s. However, America is not alone 
in its spending dilemma. Think of our British 
cousins who pay 27% per cent of their income 
to the government, one-third of which is “ear- 
marked” for guns, ships, planes, and other 
panoply of destruction. That would raise a 
nice question for a debate between Oxford 
and Harvard: “Resolved, That the building 
of a dam for power which may never be prof- 
itably used is a more useful way of spending 
tax funds than the production of armaments 
for a war which may never come.” 


CoMMISSIONER MAupPrIN will be readily te- 
called by regular FortNiGHTLY readers. Born 
in Callaway county, Mo., in 1863, he entered 
the newspaper business at an early age and 
became one of the most well-known figures in 
Nebraska journalism before he became en- 
gaged in public service. For a number of years 
he served as an editor cn William Jennings 
Bryan’s Commoner. 


* 


peeve the important decisions preprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


AN electric company, in the opinion of the 
Federal Power Commission, should not wait 
until expiration of its con‘tract before elimi- 
nating discrimination. (See page 1.) 


Tue Pennsylvania commission has passed 
upon the question of proper certificates of 
electrical inspection. (See pages 6, 10.) 


Cuarces for fire protection service and 
other matters rela‘ing to a water utility have 
been considered at length by the Connecticut 
commission. (See page 19.) 


In another case a public utility company 
has unsuccessfully sought judicial aid in re- 
sisting the encroachment of publicly owned 
and operated elec'ric plants. (See page 56.) 


Tue next number of this magazine will be 
out June 9th. 


ot 
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\ NEW AUDITING SERVICE 


..TO CHECK YOUR OFFICE ROUTINE! 


HE value of a periodic 
audit of your books is too 
cll-tecognized to need com- 
nt. Now Remington Rand 
bfiers this same type of impar- 
ial, expert audit for an even 
nore important phase of your 
iness—your office routine 
hich directly affects your 
public relations. 
or fifteen years Remington 
Rand has maintained a spe- 
ialized Public Utility Depart- 
ment devoted exclusively to 
the study and solving of public 
ility office methods and prob- 
ns. Its analysts and specialists represent a wealth of 
perience in years of service-unmatched by any other 
organization in the world. Recently, moreover, its facil- 
iet have been enlarged to meet the growing demands 
of your industry. 
MAJOR WMPROVEMENTS. For hundreds of such compa- 
ies in every part of the country, Remington Rand's 
cientific audit of office methods has led to six major im- 
ovements. (1) Elimination of needless duplication in 
ical work. (2) Coordination of record procedure and 
office layout to make it possible to give the customer an 
nediate complete answer to any question—whether 
phones or calls in person. (3) Re-districting, re-rout- 
f and re-numbering of accounts to speed up meter- 
ading and level off peaks and valleys” in the cashier's, 
bookkeeping, and collection departments. (Remington 
Rand has handled this very important job for a large 
umber of companies at a fraction of the cost, and in a 


fraction of the time that they 
could have done it for them 
selves. In addition to this, it 
was done without interruption 
of their normal routine). 

(4) Office files in all depart- 
ments set up to prevent loss of 
time in finding papers and loss 


carelessness. (5) New records, 
where needed, installed com- 
pletely by Remington Rand 
experts without disturbing the 


a better understanding and more intelligent perform- 
ance of their own duties as well as an appreciation of 
related activities. 

sunns empioves Monat. Whether you have a few hun- 
dred employees or thousands, Remington Rand, 
through the improvements its audit leads to, can help 
every one of them do a better job. The ambitious are 
confident good work will be recognized. The less am- 
bitious will be encouraged to work harder. Responsi- 
bilities are fixed and definite. 

RESULTS PROVED TO YOU IN ADVANCE. Remington Rand 
will be glad to furnish factual evidence of actual results 
obtained under all types of operating conditions: or on 
request, will supply a list of public utilities that have 
used this analysis service, 90 that you may check directly 
with them. You are invited to phone your local Rem- 
ington Rand office for details or write Public Utility Divi- 
sion, Dept. U-522, Remington Rand Inc., Buffalo, N.Y. 


OX: iti pom Remington Rand 
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WITH THIS UNIVERSAL PUBLIC 
UTILITY BODY designed to meet five 
separate service requirements, we can offer 
a price based on the manufacture of 1000 
units. Because of the demand for this type 
of unit and by thus standardizing our de- 
sign, we are able to reduce our costs. 

The horizontal compartments of the 
4460 body feature adjustability of dividers 
and flexibility of tray requirements. Verti- 
cal compartments at the forward end add 
to make a total bin space of 30 cubic feet. 
Open space in the center of the body is 
available for the full length. The total , Sn 
space is 24 square feet. 

Adequate provision is made for the pro- 
tection of electric, gas, or water meters 
as the service requires. The shelves on 
which they are carried are fully adjustable. 
The compartments of the General Service 
body are designed to carry fixtures and 
tools for appliance repair work. 

Electric meters of 
the conventional or 
socket type are set 
on moulded rings 
and held in position 
by rubber straps as 
shown. 


® INFORMATION ON REQUEST 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 





—MOoNTAIGNE 





“Pessimism is at an all-time peak.” 


> 


“The basis of popular government rests on legisla- 
tive government.” 


> 


“Financial anemia is the ailment from which Ameri- 
can business is suffering.” 


> 


“Personalities are only important where they have 
clashed with each other, or where the given personality 
or personalities have been harmful to TVA.” 


* 


“Every experienced man knows that government can 
never perform any great business undertaking as effi- 
ciently and economically as private business.” 


aa 


“As far as hydroelectricity itself is concerned, the 
march of science and invention has made steam genera- 
tion more economical in many parts of the country.” 


aa 


“Public ownership must always be accomplished with- 
out injury to honest investment, for which private utili- 
ties and their holding companies have always been 
solicitous.” 


* 


“|. no amount of good will and honest effort will 
create a responsible enterprise unless all of those en- 
gaged yield some of their individual freedom of action 
to the control of others.” 


* 


. price rises, and the fear they provoke, will dog 
the steps of every wage increase so long as the fiction 
persists that wage increases cannot be absorbed by 
greater volume production.” 


> ‘ 
“It [TVA] should be absolutely responsible to the Con- 
gress, and every other agency of this government should 
be responsible to the Congress. Representative govern- 
ment cannot survive otherwise.” 


12 
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Burroughs 





A Typewriter 


that provides 
4 Payroll Records Fast electric carriage return, electric 


in One Writing shift to capitals, convenient tabulator 
control, and many other special features 

THE PAYROLL speed up and simplify payroll writing as 

well as many other jobs. Investigate this 
and other new Burroughs machines for 
EMPLOYEE’S large and small payrolls. Telephone the 
STATEMENT local Burroughs office for complete infor- 

mation or a demonstration. 


EA 
R 


PAY CHECK 


or pay envelope BURROUGHS ADDING MACHINE COMPANY 
6913 SECOND BOULEVARD, DETROIT, MICHIGAN 
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“It is no more fair for the United States to build, with 
taxpayers’ money, a competing railroad or power line or 
gasoline station than it is to build a competing butcher 
shop or operate. a competing vegetable stand,” 


* 


“We should bear in mind that these public utilities— 
radio broadcasting companies—differ from other public 
utilities in that they pay comparatively nothing in real 
property taxes, as they own but very little real estate.” 


* 


“Had the Federal government, deliberately and with 
malice aforethought, sought to conceive a regulatory 
policy for the railroads that would ruin them swiftly and 
surely, it could hardly have done better than it has done!” 


“I do not subscribe to the theory that our railro: 
are doomed. We must have the best possible facilitie 
and service, but the roads should give ground to tha 
part of our transportation which can best be dled 
by other methods.” 5 

+ 


“Competition we are thoroughly accustomed to . 
This so-called government competition, however, is re 
not competition at all but persecution, with the ca 
stacked against us by heavy subsidies furnished by th 
taxpayers.” 4 


5 


“The sanctimonious spirit of a more abundant life in the 
TVA has had an admixture of such worldly and gross 
material things as personal ambitions and individual ; f 
its, so that many of its heavenly attributes are turning ow 
to be dust and clay.” 

a 


“Since the [holding company] law says simplification 
must be effected, we thought it was unfair to have the) 
government hold a gun to the head of a utility compan 
to force liquidation and at the same time make it 
taxes on the liquidation.” 


¥ 


“I did not seek my present position in any way. 
would be pleasanter to resign and do some of the m 
things I am anxious to get at. Yet, to surrender the 
to make some contribution to decency and effectivene 
in government does not seem to be the right course.” 4 


* 


“I have no panacea for the so-called railroad problem 
As long as the railroads are privately owned and opef 
ated, the duty to solve their own problems and to provide 
safe and adequate transportation at just and reasona’ 
rates, and the responsibility for failure to do so, 
upon them.” 
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EMCO No. 5 Pressed Steel Meter, 
EMCO Balanced Valve Regulator 
and NORDSTROM Valves 


PITTSBURGH EQUITABLE METER COMPANY 
MERCO NORDSTROM VALVE C 
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etter PRODUCTS... 
because CITIES SERVICE knows your problem 








€ ree Service engineers, backed by 74 years of practical 
lubrication experience, are concentrating their efforts. daily 
on solving the various lubrication problems with which in- 
dustry is faced. 

Wherever moving surfaces come together, no matter what 
the speed or load, Cities Service can recommend authorita- 
tively the correct lubricants to use. Whether you need heavy 
greases for massive gears or the lightest of oils for delicate 
precision machines, Cities Service is ready to fill your every 
need. % 

Cities Service engineers will be glad to discuss your lubri- 
cation problems with you. ~ 


*$¢+¢4¢4 4 


CITIES SERVICE INDUSTRIAL OILS 


Compressor Oils Marine Engine Oils 

Cutting Oils Quenching and Tempering Oils 
Diesel Engine Oils . Sewing Machine Oils 

Cylinder Oils Spindle Oils 

Star Ice Machine Oils Transformer Oil 


Leather Finishing Oils Turbine Oils 
Loom Oils Wool Oils 


Cities Service Radio Concert every Friday evening, 800 P.M. Eastern Daylight Time. 
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BETTER 
BUSINESS 


Ko ameRican STREET ILLUMINATING COMPANY 








Backed by 60 Years’ Street Light 1g Experience 
1500 WALNUT STREET, PHILADELPHIA, PENNSYLVANIA 
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® Put an EASY-WRITING ROYAL in 
your secretary's hands. Let her use it for the 


next 10 days. Then check these 4 stand-out 
points of Royal superiority. (1) See how 
smoothly, how swiftly, yet unhurriedly, she 


types. (2) Study her typing—every word 


sharp, clear-cut; and (3) every paragraph 


% The DESK TEST is a fact-finding 
trial. It costs nothing, proves everything. 
Phone your Royal representative for in- 
formation, or use the coupon below. 


WORLD'S NUMBER 1 
TYPEWRITER 


World’s largest company devoted cme 
to the manufacture of typewriter. 


perfectly is aligned and spaced. (4) Examine 
the carbons carefully—all are firm and 
legible! Yes, Easy-Writing Royals do better 
work—they save time and money, and—The 
DESK TEST proves it! Royal Typewriter 
Company, Inc., 2 Park Ave. New York. 
Factory: Hartford, Conn. 





GET A 10-DAY DESK TEST FREE! 


Royal Typewri y, Inc. 

De t WPU-52 

2 Park Avenue, New York City. 

@ Please deliver an Easy-Writing R 
10-day Di 


to my office for a 1 
TEST. I that this will be 
done without obligation to me. 
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LET BARCO DO YOUR HAMMER WORK 


Anywhere . .. In Any Kind of Weather 


oom. 





SS 





THE more kinds of hammer work you handle 
each year .. . new construction, ordinary mainte- 
nance, or emergency calls .. . the more time and 
money this self-contained, self-powered tool will 
save you. 

Powerful and rugged enough for day after day 
operation on heavy demolition work ... yet light 


enough to be economically transported to small, 
out-of-the-way jobs and over muddy or snow 
blocked roads . . . the BARCO assures fast, low-cost 
handling: of rock and pavement drilling, cutting, 
tamping, breaking, digging and driving. 


BARCO MANUFACTURING CO. 
1803 Winnemac Ave. Chicago, Ill. 


BARCO cients 
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Ri ONE-STEP METHOD 
or BILL ANALYSES 


R&S ONE-STEP METHOD 
gives complete customer 
usage data currently at 
lower cost than periodic 
studies. Controlled accuracy 
eliminates re-checking and 
reanalyzing necessitated by 
other methods. Direct com- 
pilation from your billing 
register, or other customary 
record, eliminates advance 
preparation, field work, and 
interruption in your regu- 
lar routine. 


R & S Bill Frequency 
Analyzer is the practical 
answer in making complete, 
accurate consumption anal- 
ea Provides full informa- 

in a single step at 
fl 50% less than the 
cost of former methods. 


R & S Bill Frequency Analyzer: developed for our Utility Rete Service. 

The kw.-hrs. billed are entered on the adding machine keyboard. A tape 

is prepared of all items and a consumption total accumulated which serves as 

a control. At the same time—through this single operation—the bill count 

for each kw.-hr. step is made by the electrically controlled accumulating 
registers. 





UAL BTR os A continuance of frequent rate 
PSTORLDISMGr, 4, changes—the necessity of checking 
load-building activities—the pressing 
need for current data on customer 
usage—are but a few of the reasons 
many Operating and Holding Com- 
panies are using R & S ONE-STEP 
METHOD to analyze and compile in- 
formation required for scientific 
rate making. They have not only 
reduced the costs on this work, but 
have obtained monthly or annual 
bill-frequency tables in a few days 
instead of weeks and months. 


It is to your advantage to investi- 
gate R & S service on Current and 
Special Bill Analyses. Let us ve 
The ONE-STEP METHOD is a simple, accurate basis for rate the economy of the ONE P 
making. The number of bills from the machine multiplied by kw.- METHOD b . 
hrs. gives the total consumption in each block. From this record ; y an estimate on your 
cumulative totals of bills and kw.-hrs. are prepared through requirements. 

each step. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York, N. Y. 
Chicago Detroit Montreal 
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Something New! 





KINNEAR 


BARRIER STEEL 
ROL-TOP DOORS 


This new Kinnear Door serves two dis- 

tinct purposes. It is offered for condi- 

tions requiring protective measures, in 

addition to affording the advantages and 

efficiency provided by regular Kinnear 
Upward Acting Doors. Being made to operate in two separate sections 
or as a unit it provides regular service door advantages plus the option 
of leaving the bottom sections in place to protect against unwanted in- 
trusion or as a guard for upper floor openings. 





The bottom sections can be disconnected from the upper sections by re- 
leasing a simple catch. Each section is perfectly counterbalanced so that 
either one can be easily operated. Made of galvanized steel they are 
weather proof, fire proof, burglar proof and practically indestructible. 
Like all Kinnear Doors they are custom made for the individual open- 
ing, assuring perfect fit and easy in- 

stallation in any doorway in any old 

or new building. 





Remember, Kinnear makes a complete 
line of Upward Acting Doors! There 
is one ideally suited for any service 
opening. Installations the world over 
prove their superiority and durability. 
Write for a catalog of complete infor- 
mation on the complete Kinnear line. 


The KINNEAR Mfg. Co. 


2060-80 Fields Ave. Columbus, Ohio 


INNEAR 


ROLLING DOORS 
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N NATION: WIDE TRUGK POLL 


OWNERS OF LOW PRICE TRUCKS 


GUESS DODGE PRICE niga MORE 


... Yet Dodge is Priced with the Lowest! 


RECENT national poll of truck buyers reveals 
A astonishing price news. Questioned from 
coast to coast, hundreds guessed wrong on the 
price position of America’s low-priced trucks. 
Many answered that they believed Dodge trucks 
“cost up to $135 ‘more than the others.” Yet 
Dodge is now priced with the lowest! 


Best Proof of Extra Value! 
Maybe we have told America too convincingly 
about the sensational extra-value features built 
into the new 1938 Dodge trucks. Perhaps people 
simply can’t believe that Dodge can give so 


much extra for your money. Yet it’s the trath. 

Possibly you, too, have thought of Dodge as 
“worth more”...“higher priced.” Today, in most 
cases, there is only a few &dilars difference in 
the prices of the low-priced trucks. And Dodge 
is priced with the lowest! 

Remember, Dodge makes a truck to fit your 
needs in its complete line ranging from %4-ton 
commercial cars to heavy duty trucks. So, 
before you buy any truck, ask your Dodge 
dealer to send a 1938 Dodge truck for you to 
try. Phone him today. 


Tune in on the Major Bowes Original 





So Much Extra Value 


Buyers from Coast ta 


in Dodge Trucks... ys 


Coast Overestimate 


Amateur Hour, Columbia Network, 
every Thursday, 9 to 10 P.M.,£.D.S.T. 




















wnt 8 iS 
auck BYE VER RES 
‘oun oom pce TRO 
me 


Hundreds of truck buyers from New York to Cali- 
fornia were asked in personal interviews to estimate 
truck prices in the low-priced field. A surprising per- 
centage over-estimated the Dodge truck prices. 


Many Buyers over-estimated Dodge truck prices $100 
and more. ~ When told pri some ae 
checked on the phone focal Dodge dealers. 


answer they got was, Dodge is priced See oe teeestt™ 





938 DODGE -1 TON PICKUP— 
6-Cyl_."L”-Head E: 120° W. B.—All truck 
-and built to haul bulky loads at a saving. 
Packed full of quality features ) Bat cut oper- 
ating costs. See your Dodge dealer. 





HE LOWEST ! 
pricéD WITH fe 


Including Federal Taxes 
3g-TON $ 
116’ W. 8B. 


LIVERED tH DET 
» ocel, TON § 


3/475 Ge OY 


cuassis ©" 


ah 
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AWAY tYs 6 


POWER TRANSFORMERS 





AAT Sod Ovelpulek @ejuilejeclite! 


6400 Plymouth Avenus , Saint Louis,U.S.A. 
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46 SO. 5TH ST., COLUMBUS, OHIO 
Canadian Hoosier area Company, Lid. 
nm 


—fFERECTORS OF TRANSMISSION LINES 
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The - 
‘HOT WEATHER’ 
Headband! 


During the hot summer months in work 
conditions, such as are encountered in § 
NON-RUBBER HEADBAND Mills, Foundries, Oil Refineries, Boiler Wor 
Locomotive. Shops and Acid Plants w 
workers are continually confronted vie 
tions of extreme heat, moisture, steam, perspiration, oil, grease and acids, Dre 
Non-Rubber Headbands are particularly effective. 





The Drednaut Non-Rubber Headband is NOT affected by any of the cond 
named above ‘oleae it contains no rubber. Its construction makes it espe 
ideal for use in hot weather where the ordinary elastic headbands cause no cal 
trouble and grief from perspiration. 


By looking at the skeleton view above you will readily discern that the Dre 
Non-Rubber Headband consists of a section of non-corrosive bead chain of the hig 
quality, which is attached to each eye cup by a hinged member. Over the chain 
section of spring is placed, and is so fastened that it cannot be injured by over 
extension. It can be sterilized too, in any way without injury whatsoever. 
chain and spring are enclosed in a cloth sleeve. 


The Drednaut Non-Rubber Headband is adjustable to any size head. One 
adjusted —it stays adjusted for keeps, and 
maintains a uniform tension indefinitely. Men 
are amazed at its comfort and fool-proof 
qualities and what’s more, it makes them LIKE 
to wear goggles. 


If your men are confronted with any of the 

conditions mentioned above—have them try a 

pair of Drednaut or Super-Drednaut Goggles 

with the Non-Rubber Headband—they will be 

amazed with its ever-lasting comfort and non- 

existent annoyances so prevalent in the old ; 
style elastic headbands. Super-Drednaut 50-S Goggles 


New General Catalog No. 10-A Upon Request 


THE SAFETY EQUIPMENT SERVICE 


Buell W. Nutt, President ‘tt 1230 St. Clair Avenue, Cleveland, 0! Dh hi 
Manufacturers of a General Line of Accident-Prevention Equipment “a 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 





In every industry there is some 
one product that by sheer merit 
and outstanding quality and 
performance is accepted as the 
standard by which other similar 
products may be judged. 


Such is the Darling Gate Valve. 


DARLING VALVE & 
MANUFACTURING 
COMPANY 


Williamsport, fa. 


Representatives in: 


New York 
Philadelphia 
Oklahoma City 
Houston 
Pittsburgh 
Toledo 
Evanston, IIl, 


GATE VALVES 
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LEVER ... these nation-savers who 
set up the “straw man”! 

They know human nature. It’s an old 
story . . . building a “straw man,” 
labeling it “Business,” using it as a 
whipping boy . . . clever, even if it 
isn’t new. Some of the people fall for 
it all of the time. 
But why a “straw man” now? 
The answer is simple. There’s a “reces- 
sion” to explain. Things have “gone 
wrong,” so the best defense right now 
is attack. An attack needs a target—and 
good old “Business” is nominated 
again. 
The technique is easy. Single out an ex- 
ample, but don’t use names. Just say... 
“See, here is a man. He is a bad man. 
He is also a businessman. Therefore 
businessmen are bad.” 
So easy to set up a “straw man”... so 
satisfying to crack him down! .. . over 
and over again! . . . the old trick with a 
new dateline! 


Easy—but business—real business—a// 
business suffers—the innocent many for 


the blamable few. And suppose all these 
bludgeonings, regulations, taxes do 
succeed in putting the K.O. on busi- 
ness. Who wins? 


When businessmen cannot see what's 
ahead for them, when confidence crum- 
bles and the public is slow to sow its 
dollars in the market place, when the 
chances for a fair and reasonable har- 
vest are shadow-slim—pounding the 
“straw man” won't help. 

So don’t be fooled. Hurting business- 
men hurts business. And what hurts 
business hurts you. 

If you are interested in a special pamphlet on 


this subject, write NATION’S BUSINESS 
No obligation. 





This advertisement is published by 


NATION'S BUSINESS 


—a magazine devoted to interpreting business to itself, 
and bringing about a better understanding of the intri- 
cate relations of and business. The facts 
published here are indicative of its spirit and contents. 
Write for sample copy to NATION’S BUSINESS, 
WASHINGTON, D. C. 
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USE Re E CENTRALIZED SERVICE 


Use R.& I. E. centralized Service for the 
whole job — complete substation design 
and equipment. There is a big advantage 
in putting the entire problem under one 


responsibility. 


In R. & I. E., the Public Utilities have 
found engineering ability to cope with 
every outdoor and indoor switching prob- 
lem. Here are complete design and manu- 


facturing facilities under one roof. 


From the layout to the lines, R. & L. E. 
offers the benefit of twenty-five years ex- 


perience. 


RAILWAY& INDUSTRIAL 


ENGINEERING CO. 
GREENSBURG, PA. 


Sales offices in principal cities 








PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 
Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 





GOOD 
INSULATORS 


Vv] 





Insulators are only as good as the 
experience and workmanship put in- 
to their production, 


Our product is produced by men 
of the greatest experience to be 
found in the industry. 


Victor made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 
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40 ACRES 
of * 
APARTMENT 
HOUSES » 


WIRED WITH — a 

JULIA 

CRESCENT | s& 
HOUSING © 

A PROJECT ~ 
ENDURITE | = 
& Elec. Conte, 4 


Wadeford Elec. 


INSULATED WIRE AND CABLE Chicago, 











Represented here is one of the largest Govel 
CONTROL CABLE ment low cost housing projects, completed in} 
DROP CABLE cent years, using millions of feet of CRESCES 
LEAD COVERED CABLE ENDURITE Rubber Insulated Building Wire am 
MAGNET WIRE Cable conforming to Federal Specifications JOT 
PARKWAY CABLE ; r 
RUBBER POWER CABLE It is}on such low cost, highly competitive jobs ti 


SERVICE ENTRANCE the uniformity, excellence and easy fishing qual 
CABLE of CRESCENT Wire fit perfectly into the pict 


SIGNAL CABLE providing low cost installation. Using CRE 
VARNISHED CAMBRIC CENT puts you in a position to effect defim 
CABLE 


savings no matter what size the job, even wig 


WEATHERPROOF WIRE the most difficult installation conditions. 


= 











All types of Building Wire and all 

kinds of Special Cables to meet 
A.S.T.M., A.RA., LP.CAEA., NEMA. INSULATED WIRE @ 
and all Railroad, Government and | ade | 
Utility Companies’ Specifications. TRENTON, J 
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1938 LIGHTING 


Light Com- 
panies have 
prompted Mer- 
chants with 
modern ‘mer- 
chandising 
methods. Con- 
ditions as 
shown to left 
have been de- 
leterious to 
merchant’s 
progress 
sales. 


Results of 
Light Com- 
panies activi- 
ties are start- 
ling! Newsales 
ossibilities 
ave om 
—- r. 
erchant. 
And, now 1938 
promises | sti 
greater strides 
in LIGHT- 
ING! 


Eww F. 








Company 


2615 Washington Blvd. 
St. Louis, Mo. 
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RILEY PULVERIZER 


in Central Static 


Plant after plant in the Public Utility industry has swung to 
Pulverizers . . . definitely establishing Riley as one of the leac 





A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat € 


Edison Electric Illuminating Co., Boston . . . Repeat 0 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D. C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Tl. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA _ PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES ATLANTA 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETT 
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PUBLIC # PULSE 


oft” ROBERTSHAW 


ermal Eye oven-Weat-controt 

Smart merchandising men who “feel out” the public's 
taste know that women want their new ranges to be 
equipped with Robertshaw Oven-Heat-Control. That's 
why, in retail ads, these men feature ROBERTSHAW — 
picture ROBERTSHAW — headline ROBERTSHAW. 

The clippings shown on this page show only a very few 
of the hundreds of retail store ads that play up the name. 

If you manufacture gas ranges 
—remember how retail stores 
spotlight the Robertshaw-equip- 
ped product. If you sell gas 
ranges remember that the name 
ROBERTSHAW in your ads helps 
close many a sale. 





ROBERTSHAW THERMOSTAT COMPANY - Youngwood, Penna. 
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Stationary Service Demands Nothing 
4 @ Less Dependable 


HE battery that is chosen for elec- 

tric power control, telephone, rail- 
way, signal, or other vital stationary 
service, must be dependable over a long 
period of time. 

Because no other battery has ever 
been developed whose life and perform- _ 
ance records could equal that of the © 
Exide Chloride Battery in stationary 
service, utility engineers as well as those 
of numerous industrial plants, all over 
the world, put absolute confidence in it. 


Cc H L | @ ) Ri D £ For whatever purpose you need a storage 


battery, some one of the many types of 
BATTERIES Exides available will completely fulfill your 
requirements. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 











The New 5 Heat 
LH Calrod Unit 


* TOP SPEED «- HALF SPEED ¢ 
* QUARTER ¢ THRIFT * WARM °* 


Here’s the fastest electric cooking unit—and 
the most flexible. “Warm” setting keeps food 
at warming temperature without drying out 
their goodness. Three speeds in between pro- 
vide economical heat for all sparen ews =< 
ing operations. “Top Speed” brings amazingly 
cae Mare ne orien fast cooking service. One Multi-Speed L&H 
Divided Wik: Rates laces oven Calrod unit is furnished on most L&H Electric 
with automatic temperature Ranges. 
control. Multi-Speed Calrod 


unit. One piece top and back- 
guard. Beautiful white porce- 


pS Advanced 
& HOVERSON CO. ELECTRIC RANGES 


Milwaukee, Wis. 
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Dictograph's intercommunicating System puts 
the whole organization on your desk. With the 
flip of a key you have immediate access to 
all information without dialing or waiting for 
the operator. You may converse with any 
other member of the company or several at 
once in a low tone of voice, with both hands 
free to take notes, without even leaning over 
to speak or hear. 


With Dictograph, no inter-office calls go 
through the switchboard, no one must wait 
while the line is busy, there are no annoying 
“call me backs," no “‘listening in" by the 
operators. And the switchboard is left free 
to handle important outside calls. 


In short, Dictagraph enables you to obtain 
instant, up-to-the-minute reports, to issue in- 
structions to several people in different parts 
of the building at once, to make instant de- 
cisions. It eliminates office visiting, keeps 
every man at his desk. 


Best of all, perhaps, Dictograph smoothes 
your day, oils the routine of business, leaves 
more time for planning and thinking. These 
systems can be adapted to fit any particular 
intercommunication need. Learn what they 
have done for other companies, what they 
can do for yours. Write today and ask for 
further information. 


Dictograph’s Public Utility System is the key to improved 


public relations. A special 


Customer Contact Clerk, chosen 


for his ability to handle people, takes care of all customers who 
call in person to inquire about service, make complaints, ask 
for adjustments, etc. The Dictograph on the clerk’s desk puts 
him in immediate contact with any wanted reference ' source, 
cuts the time spent on individual tr and | the 
customer with a favorable impression. Let us explain in de- 
tail the many advantages of this system. 


DICTOGRAPH PRODUCTS CO., INC. 


580 Fifth Avenue 





NEW YORK, N. Y. 


Offices in Ali Principal Cities Throughout the World 


MANUFACTURERS OF 


EQUIPMENT SINCE 19062 
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How to Saver 


Make-up E 


and Boost Turbine Hours 











mend 
panies 





of pre 





nese 


moder 





Over half the power generated 
for industry in America comes 
from turbines using Gargoyle 
D.T.E. Oil Light. Socony- 
Vacuum’s experience with over 
9,000 turbines helps find oper- 


ating economies 


pes LENGTH OF SERVICE and turbine 
hours per gallon of “make-up,” no tur- 
bine oils measure up to Gargoyle D.T.E. Oil 
Light. That is why more than half the coun- 
try’s turbines rated 5000 kw. and over use 
them exclusively. This wealth of turbine 
operating experience Socony-Vacuum 
places at the disposal of your men. 


USO ACE 


6) 2 Oe OOS 8 ty 


4am 


MAKERS OF MOBILGAS. MOBILOIL. GAR 
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Socony-Vacuum has “kept cases” on tur- 
bine operation. This experience is made 
available without cost to turbine men. 
Pamphlets prepared on this subject will be 
sent at your request. In addition, see the 
new moviecalled “The InsideStory,” which 
reveals exactly what Correct Lubrication 
does. Just write to the nearest Socony- 
Vacuum office for these aids. 


“72 Years of Experience Calling”’ 


That is what the chief of a great utility 
wrote to one of his station superintendents. 
For when the Socony-Vacuum Represen- 
tative calls on you, he brings to your prob- 
lems the greatest experience in the oil busi- 
ness. Many operators find this experience 
helps them tochalk up records for efficiency 
and economy. Why not make sure to see if 
our man has something you can turn to | 
your advantage? 


~~ 


YLE INDLSTRIA 











JAC 
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SARBER Gas Pressure Regulators 
ncrease Customer Satisfaction 


HE value of a Barber Regulator in fuel economy, 
safety and “gas satisfaction” can be easily demon- 
strated, and far outweighs the moderate cost of the de- 
ice. On your service calls, why not have your men take 
long several sizes of Barber Regulators and recom- 
end their use to your customers? Many Gas Com- 
panies have found that the right regulator decreases 
service costs and complaints on bills. 
Barber Regulators are built to the highest standards 
pf precision, and operate to 3/10 pressure drop. All 
bronze body, brass working parts. Sizes 4” to 14” 
ested and certified by A. G. A. Testing Laboratory. Made in %”, %”, %”, %". 
hese regulators are well-styled and appropriate to the 1”, 1%”, 1%", and 2” sizes. 
modern trend in heating equipment design. On appli- * 
nces you sponsor, a Barber Regulator is a mark of Aspeitin. Cchtere tu tthe 
Quality merchandise. 
nite for Ges Appt. 
urners for Furnaces 


BARBER &@2{c BURNERS = 2hsern iar 


HE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland, Ohio 








WALL 


BRAZED STEEL DOUBLE- 
JACKETED COMPOUND KETTLE 


A double-jacketed compound kettle for melting 
joint filling compounds. Exceptionally rugged, made 
of heavy steel, with bottom and spouts brazed. Out- 
side jacket completely covers sides, top and spout. 
Complete with double ring on bail for lowering and 
raising in a manhole or on a pole. 


Fiew of Min shen P. WALL MFG. SUPPLY CO. 
ing Double Jacket all PITTSBURGH, PA. 


ower 
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TWIN STRAINERS never stop! 











Continuous (Wes 


protection for Ss 
liquid-handling equipment 


Trash, debris, foreign matter will get | companion cylinder which has in thé 
into water and oil lines, and can cause meantime been cleaned and is read; 
all kinds of damage to equipment all for service. 

the way from simple stoppage tobreak- Twin Strainer design permits 
ing of delicate parts . . . unless it is —_ almost a straight-through flow, with 
stopped and eliminated. Very many the minimum of pressure drop. Thé 
utilities employ Twin Strainers — many thousands of these units, in s 
sometimes whole batteries of them vice for years, attest to the correctnes 
— to secure complete freedom from __ of the Twin Strainer principle, and o 
this danger. the mechanical details. 


Twin Strainers never stop — one of Made in a complete range of sizes 
the twin cylinders and strainer baskets _ larger sizes with motor-operated val¥ ; 
is always in commission. When it be- — also in single strainer types fo 
comes loaded with debris, a few turns _-water, oil or other liquids. 
of a handwheel diverts the flow to the Full details upon request. 


ELLIOTT company [f 


Accessories Departme mt JI ANNI I ct ; PA 
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» | ee Electrical Wholesalers Association ends annual convention, Hot Springs, Va., 





¥ Association of Gas Appliance ~~ — Manufacturers concludes convention, 
White Sulphur Springs, W. Va., 





§ Seguih Annual Petroleum and Natural Gas Conference ends session, State College, Pa., 





1 Canadien Gee Association will hold 31st annual convention, Toronto, Ont., June 





Ace au namantaced Utilities Association will hold convention, Marshfield, Wis., June 











4 Institution of Gas Engineers opens 75th annual general meeting, London, England, 1938. 





@ JUNE z 





q Canadian Transit Association begins 34th annual meeting, Quebec, P. Q., 1938. 





i Sag ty State Telephone & Traffic Asso. starts meeting, York, Pa., 1938. 
. Executive Conference begins, Chicago, Ili., 1938. 





b | > ga Coast Gas Association will hold northwest conference, Portland, Ore., June 16, 17, 





1 rs tiie Transit Association, Bus Division, will hold executive committee meeting, June 





{ New England Gas Association will hold summer sales conference, Newport, R. I., 1938. 





{ Edison Electric Institute opens annual convention, Atlantic City, N. J., 1938. 





{ New York State Telephone Association convenes for annual session, Rochester, N.Y., 1938. 














{ Conference of Mayors and Other Municipal Officials of the State of New York begins 
session, Elmira, N. Y., 1938. 
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The New England Compacts 


For Flood Control 


Are interstate compacts as a means of solving 
regional problems doomed to failure? 


By WALTER S. FENTON 
MEMBER OF VERMONT FLOOD CONTROL COMPACT COMMISSION 


O* the afternoon of July 6, 1937, 


in the office of the governor of 

the great commonwealth of 
Massachusetts, the authorized repre- 
sentatives of four sovereign states met 
for the purpose of executing, on behalf 
of their respective states, compacts pro- 
viding for the control of destructive 
flood waters of two of the larger river 
systems of the New England States. 
Massachusetts, Connecticut, New 
Hampshire, and Vermont had reached 
a satisfactory agreement respecting the 
basin of the Connecticut river, a prob- 
lem common to the four states, while 
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Massachusetts and New Hampshire, 
which, for geographical reasons, were 
the only states interested, had similarly 
solved the question of flood control on 
the Merrimack. 

Except for the difference in the 
description of reservoir locations and 
the apportionment of cost between the 
states, the compacts were identical in 
form, scope, and content, and what 
would affect one would similarly affect 
the other, so that for the purposes of 
this discussion we may very properly 
refer to them as the New England 
Flood Control Compacts. 
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It was in many respects a historic 
occasion. Four highly individualistic 
states, each justly jealous of its own 
sovereignty, had, nevertheless, com- 
posed any differences of opinion which 
might otherwise have been fatal to such 
a program, and the way was clear, but 
for the mere matter of approval by 
Congress, for immediate construction 
of the projects comprehended in the 
initial plans for flood control. 

On July 10, 1937, the eight Senators 
representing the four interested states 
jointly introduced in the Senate a bill 
granting the consent of Congress to 
the compacts (S.J.Res. 177), with the 
expectation that it would be promptly 
passed and the compacts thereby be- 
come finally and fully effective. 

Similar resolutions were introduced 
in the House of Representatives by 
Congressman Clason of Massachusetts 
(H.J.Res. 435) concerning the Con- 
necticut river compact, and by Con- 
gressman Tobey of New Hampshire 
(H.J.Res. 436) and Congresswoman 
Rogers of Massachusetts (H.J.Res. 
430) relating to the Merrimack river 
compact. 


fig, gee Peeters these compacts 
had been public documents for 
months before the ratifying resolutions 
were introduced in Congress, notwith- 
standing they had received wide pub- 
licity in the press, notwithstanding 
their terms were well known or could 
have been well known by anyone hav- 
ing any interest in the subject, notwith- 
standing they had received the un- 
qualified and wholehearted public ap- 
proval of the Secretary of War in a 
public address delivered more than two 
months previously, not a suggestion of 
criticism was heard concerning them 
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from any source until about the time 
the ratifying resolutions were intro- 
duced in Congress. 

Without any warning, the compacts 
were suddenly subjected to an attack 
from the Federal Power Commission, 
actively supported by the Chief Execu- 
tive, and instead of being promptly 
ratified as the people of New England 
had every reason to anticipate, their 
present consideration was prevented 
and further action indefinitely, if not 
permanently, postponed. 

The first criticism of the compacts 
appeared in an opinion prepared by an 
attorney of the Federal Power Com- 
mission, excerpts from which were 
published in the Hartford (Conn.) 
Courant of June 27, 1937. Singularly 
enough he concluded that the compact 
varied only in slight details from the 
Flood Control Act, which variance 
“would seem immaterial” if the Secre- 
tary of War did not object to “the 
slight encroachments upon his preroga- 
tive.” His study was more particularly 
directed to a criticism of the Flood Con- 
trol Act and the policy permitted under 
it and carried out by the compact, which 
might preclude “the plan of eight Little 
TVA’s for the nation.” Among other 
things he is quoted as saying: 

The ratification of the it compact 
will be a precedent which other sections will 


seize upon, and the pressure will be difficult 
for Congress to resist. (Italics supplied.) 


HE Power Commission, however, 

was evidently gifted with second 
sight, for upon the introduction of the 
ratifying resolutions it asserted that 
while conforming to the congressional 
policy laid down in the Flood Control 
Act, in so far as flood control was con- 
cerned, the reservation in Art. VIII of 
the conservation and power values at 
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the reservoir sites beyond what was 
necessary for the primary purpose of 
flood control, was in direct conflict 
with the established policy of Congress 
under the Federal Water Power Act of 
1920, as amended, and would divest 
the Federal. government of its present 
control over the power resources of 
these regions and involve a surrender 
of the Federal interest in these streams 
asserted in the Water Power Act. 

When on August 11, 1937, the 
Power Commission filed with the 
House Committee on Flood Control its 
report and recommendation on 
H.J.Res. 482 (the Brown-Casey Bill 
hereafter referred to), it had finally 
come to the conclusion that the com- 
pacts were fatally defective because 
title to the lands, easements, and rights 
of way requisite to the projects was not 
conveyed to the United States. 


[' these progressively developing 
objections are sound, it seems 
somewhat strange to an interested ob- 
server why it appeared necessary for 
the introduction of legislation amend- 
ing the Flood Control Act in such vital 
respects as to impose upon the New 
England States a rule directly contrary 
to that laid down in the Flood Control 
Act as applicable to the rest of the 
country. Although unqualifiedly recom- 
mended favorably and urged upon the 
House Flood Control Committee by 


e 


the then chairman of the Federal 
Power Commission, his familiarity 
with the provisions of the Brown-Casey 
Bill was so limited that he could not 
express an opinion as to whether or 
not it did amend the Flood Control 
Act. 

The Brown-Casey Bill has been so 
well characterized by Governor Cross 
of Connecticut that it can now be dis- 
missed from further consideration 
with a short quotation of his views: 

This bill bearing the name of two of the 
five men who are its sponsors . . . has the 
distinction of being so loosely drawn that it 
could not be made the basis of any intelli- 
gent compact whatever. .. . Neither the gov- 
ernor of the commonwealth of Massac 
setis nor the — of the state of Con- 
necticut could be counted upon to submit 
to his legislature a compact involving the 
rape of two sister states. Despite all their 


faults, there still survive in these governors, 
I trust, some traces of honor. (Italics sup- 


plied.) 


fe bill attracted so little support 
that apparently it has been aban- 
doned and in its place there has now 
been put forward the McCormick 
Amendment to the Flood Control Act 
of 1936, backed by the same interests 
which supported the Brown-Casey Bill 
and opposed the compacts. This amend- 
ment, if adopted, would completely re- 
verse the whole fundamental policy 
upon which the Flood Control Act is 
bottomed, establishing in its place a 
policy diametrically opposed to it. 
Under this amendment state participa- 


es . there has now been put forward the McCormick 

q Amendment to the Flood Control Act of 1936, backed by the 
same interests which supported the Brown-Casey Bill and 
opposed the compacts. This amendment, if adopted, would 
completely reverse the whole fundamental policy upon which 
the Flood Control Act is bottomed, establishing in its place 
a policy diametrically opposed to it.” 
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tion in flood control by means of dams 
and reservoirs is entirely eliminated 
and the Federal government is author- 
ized to go into any state to acquire, at 
its sole expense, the lands, easements, 
and rights of way essential to any such 
project, a policy which was definitely 
rejected by the Senate Commerce Com- 
mittee when the Flood Control Act was 
under consideration in 1936. 

If this bill is adopted, all remaining 
vestiges of state sovereignty would be 
practically swept away. While Massa- 
chusetts and Connecticut would receive 
flood protection without cost, New 
Hampshire and Vermont would suffer 
untold direct damage for which they 
could never be compensated, and the 
indirect damage would be beyond calcu- 
lation. 


|S peste of their natural re- 


sources, vast amounts of taxable 
values eliminated as sources of revenue, 
their economic future seriously im- 
paired, their scenic attractions, on 
which they must rely as their chief re- 
maining asset, marred by indis- 
criminate location of flood control 
reservoirs without regard to the wishes 
and desires of their people, the situa- 
tion of Vermont and New Hampshire 
would indeed be cause for serious 
alarm. 

Again it seems pertinent to inquire, 
if the objections to the compact are 
sound, why is it necessary to rewrite 
the Flood Control Act and establish a 
new policy in order to prevent ratifica- 
tion of the compacts as drawn? 

The plain fact of the matter is that 
the compacts are not in conflict with 
the Flood Control Act but on the con- 
trary are in exact accord with its terms. 

The Omnibus Flood Control Act, 
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approved June 22, 1936, laid downas; 
declaration of policy in the first section 
a recognition by Congress of a Federa 
interest in the subject of flood control 
sufficient to warrant participation by 


the Federal government “in céoper: 


tion with the states... for flood con. 
trol purposes.” (Italics supplied. ) 
Section 3 of the act prescribed th 
“cOoperation” required from th 
“states, political subdivisions thereof, 
or other responsible local agencies” as 
a condition precedent to participation 


by the Federal government. The share 


of the “states, political subdivisions 
thereof, or other responsible local 
agencies” is clearly and definitely set 
forth in the following language: 


that they will (a) provide without cost to 
the United States all lands, easements, and 
rights of way necessary for the construc 
tion of the project, except as otherwise pro- 
vided herein; (b) hold and save the United 
States free from damages due to the con- 
struction works; (c) maintain and operate 
all the works after completion in accord- 
ance with regulations prescribed by the Sec- 
retary of War. 


|S Sess §5, the act defined the par- 
ticipation by the Federal govern- 
ment in these flood control projects; 
vig., the construction by the govern- 
ment of certain specific flood control 
projects described in that section. 

In the report of the Senate Commit- 
tee on Commerce, accompanying H. R. 
8455 (the Flood Control Act), it was 
specifically stated : 

The committee has realized the difficulties 
which must accompany the execution of a 
flood-control project involving seve! 


states in securing proportionate codperation 
ror the saa. Sot a aes: and that general 
egislation providing for Fe r 

tion in flood-control projects should inclad 
a requirement for a substantial measure of 
local contribution in view of the local bene- 
fits which arise from the completed projects 
and to insure that no measure is undertaken 
without the full codperation of local iter 
ests. (Italics supplied.) 
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Federal Despoliation of State Resources 


ra 4 1B joe LED oO f their natural resources, vast amounts 

of taxable values eliminated as sources of reve- 
nue, their economic future seriously impaired, their 
scenic attractions, on which they must rely as their chief 
remaining asset, marred by indiscriminate location of 
flood control reservoirs without regard to the wishes and 
desires of their people, the situation of Vermont and 
New Hampshire would indeed be cause for serious 


alarm.” 





The House Judiciary Committee, re- 
porting on a separate compact resolu- 
tion (H. J. Res. 377), introduced by a 
Connecticut Congressman, giving con- 
sent to the New England States and 
New York to make such compacts con- 
cerning flood control and allied prob- 
lems, said : 


The testimony before the committee 
showed that one state alone could not ar- 
range for a system of flood prevention or 
elimination of pollution of the Connecticut 
river, one of the three rivers. There will 
have to be a series of compacts or agree- 
ments to consider this subject, and possibly 
one or more commissions to comprehensively 
study and prepare solutions and control and 
govern the improvements after they are 
completed. (Italics supplied.) 

Such consent of Congress at this time is 
an expression of its interest in the subject 
matter, is an invitation to the states to 
avail themselves of this constitutional 
method of settling interstate problems per- 
taining to flood control and elimination of 
pollution. In recent years, Congress has 
passed many resolutions authorizing inter- 
state compacts. (Italics supplied.) 


T= Flood Control Act provided in 
§4 for such interstate compacts as 
follows: 


The consent of Congress is hereby given 
to any two or more states to enter into com- 
pacts or agreements in connection with any 
project or operation authorized by this act 
for flood control or the prevention of dam- 
age to life or property by reason of floods 
upon y= 2 stream or streams and their tribu- 
taries which lie in two or more such states, 
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for the purpose of providing, in such man- 
ner and such proportion as may be agreed 
upon by such states and approved by the 
Secretary of War, funds for construction 
and maintenance, for the payment of dam- 
ages, and for the purchase of rights of way, 
lands, and easements in connection with such 
project or operation. No such compact or 
agreement shall become effective without 
the further consent or ratification of Con- 
gress, except 


under conditions which have no appli- 
cation here, or would be considered by 
the states here involved. 

The question of development of 
power by the United States, at the site 
of any of the projects defined in the act, 
or the expenditure by the United States 
of any money for that purpose, under 
the provisions of the act, was specifi- 
cally excluded from its terms. The 
Senate Commerce Committee definitely 
foreclosed any possible controversy on 
that subject, when it said in its report: 

The committee found it advisable to ex- 
clude from the bill certain reservoirs in- 
cluded in H. R. 8455, most of which are as- 
sociated with power development, since the 
inclusion of such reservoirs in a bill devoted 


to flood-control measures would not appear 
appropriate. 


PON the enactment of the Flood 
Control Act, commissioners were 
appointed by each of the four states to 
study the situation and negotiate a com- 
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pact if a satisfactory solution could be 
worked out. The joint commissions 
labored diligently through the summer 
and fall of 1936 but without tangible 
result. These discussions finally culmi- 
nated in a conference between the gov- 
ernors of the four states referred to 
and their Representatives and the Sec- 
retary of War and his assistants and 
advisers at Hartford, Conn., on March 
8, 1937. 

The conference was brought about 
at the suggestion of the Secretary of 
War, who advised that the President 
was deeply interested in the necessary 
agreement between the states and the 
Federal government being effected at 
an early date. The whole subject mat- 
ter was exhaustively discussed and ex- 
plored, with particular reference to the 
policy of the United States as to the 
type, character, and utilization of dam 
and reservoir structures for which any 
appropriation to carry out the terms of 
the Flood Control Act on the part of 
the United States could be expended. 

The Secretary of War and his Chief 
of Engineers laid down and approved 
the policy subsequently incorporated in 
the compact and which would satisfy 
the requirements of the Federal gov- 
ernment. 


N” only was this policy strictly in 
accord with the terms of the 
Flood Control Act, but it was the only 
practical, common-sense way to meet 
the situation. Unless conservation and 
power values in these reservoir sites 
could be preserved and developed by the 
states or some agency designated by 
them, they would be gone forever. Once 
dams designed solely for flood control 
purposes were erected, with no provi- 
sion made for their further adaptation 
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for conservation purposes, the entire 
value of potential power development 
vanished. 

With four states involved it was ap. 
parent that they could not act individu. 
ally, but must operate through a com- 
mon agency, which should be empow- 
ered to give the assurances required 
by the Flood Control Act; to acquire 
and hold the lands, easements, and 
rights of way necessary for the flood 
control projects contemplated under 
the compact; to hold and save the 
United States free from damages due 
to the construction works, and to main- 
tain and operate the works after com- 
pletion, in accordance with regulations 
prescribed by the Secretary of War; 
and to accept moneys and funds con- 
tributed by the signatory states or any 
other source for the purpose of carry- 
ing out the terms of the compact. Such 
an agency was created in the form of 
an interstate corporation, known as the 
Connecticut River Valley Flood Con- 
trol Commission. 


Brow the compact and all of its pro- 
visions were in exact accord with 
the Flood Control Act and with the 
then policy of the national administra- 
tion as laid down by the Secretary of 
War and his Chief of Engineers, whom 
Congress, in accordance with its time- 
honored policy, had selected for that 
purpose, when it committed Federal 
participation in these projects to their 
hands, let the Secretary of War him- 
self be the witness. 

Having in mind that his representa- 
tives, legal and engineering, were pres- 
ent at every session during which the 
compact was being written; that they 
assisted in its preparation ; that he was 
kept constantly informed of its prog- 


648 





THE NEW ENGLAND COMPACTS FOR FLOOD CONTROL 


ress; that before it was submitted to 
any of the four legislatures it was first 
approved by his department; that the 
principal objections of the Federal 
Power Commission, which wrecked the 
realization of immediate flood control 
so much desired by the southern New 
England States, are that the states re- 
served to themselves the benefit of 
water conservation and power develop- 
ment, beyond what was required for 
flood control, and retained the title to 
the lands, where are located the pro- 
posed reservoirs ; the testimony of the 
Secretary of War is a valuable contri- 
bution to the subject matter of the con- 
troversy. 


[* a public address delivered at Wash- 
ington on April 26, 1937, more 
than two weeks after Vermont had 
ratified the compact, enacted the neces- 
sary legislation to carry out its terms, 
appropriated the funds to comply on 
its part with its requirements, and had 
adjourned, referring to the Flood Con- 
trol Act and the New England com- 
pacts, the Secretary said : 


Under the existing legislation, the rights 
of way are furnished by the state or subdi- 
visions thereof and remain the property of 
the state. In return, the states should reserve 
for future development the conservation 
values of the individual reservoirs. The 
flood control program thus becomes a 
coordinate and comprehensive one for gen- 
eral conservation which will not only reduce 
the annual losses now sustained from floods, 
but will also return direct benefits to the 
areas in which the reservoirs are located. 

The War Department is gratified with the 


prompt action of the_four New England 
states of Connecticut, Vermont, New Hamp- 
shire, and Massachusetts is agreeing to an 
interstate compact, which will permit their 
compliance unth the requirements of local 
codperation established in the Flood Control 
Act, and at the same time will reserve for the 
states the right to develop the reservoirs in 
the future for other and additional purposes, 
and which is now being submitted to the 
legislatures of the respective states for ap- 
proval. This compact, if adopted by t 
states and approved by Congress, will point 
the way to a closer codperation between the 
states and Federal government in the execu- 
tion of measures i the conservation and 
utilization of our natural water resources. 
These states desire to retain a measure of 
state control in reservoirs provided within 
their jurisdiction, as do the states of Penn- 
sylvania and New York who have already 
enacted legislation to provide for full 
cooperation with the Federal government. 
(Italics supplied.) 


In the light of this plain and forth- 
right declaration, so commendatory of 
the accomplishment .of these four 
states, it is not particularly surprising 
that the people of New England were 
profoundly surprised and shocked 
when they learned of the objections 
interposed by a commission upon whom 
Congress had not imposed any duty 
concerning the Flood Control Act or 
its administration, objections which, 
when examined, prove to be without 
substance. 


O NE of the most commonly asserted 
objections to these compacts, re- 
peatedly reiterated, without semblance 
of foundation in fact is that they are 
power, and not flood control compacts. 
In no sense of the word are they power 
compacts. They do not undertake to 


“THE Omnibus Flood Control Act, approved June 22, 1936, 
laid down as a declaration of policy in the first section a 
recognition by Congress of a Federal interest in the subject 
of flood control, sufficient to warrant PARTICIPATION by the 
Federal government ‘IN COOPERATION WITH THE STATES 


. .. FOR FLOOD CONTROL PURPOSES. 
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provide for the production of power. 
They merely reserve to the states, 
wherein the sites are located, the right, 
under certain conditions, to make avail- 
able storage or power values, if any 
such there be after the primary pur- 
pose of flood control has been fully 
satisfied, and at the sole expense of the 
state or its agency. It must be remem- 
bered that the states, other than the one 
where is located the site, have no inter- 
est beyond flood control. Yet under the 
agreement, they provide a portion of 
the acquisition cost and annual operat- 
ing and maintenance expense for pro- 
viding flood control at that particular 
site. 

The common agency of the four 
states is charged with the management, 
operation, and conduct of the flood con- 
trol enterprise. It holds title by per- 
petual lease to such of the lands, ease- 
ments, and rights of way as are neces- 
sary for that purpose. It was impera- 
tive that it clearly appear that-as to all 
other uses or purposes in which no 
other state had any interest, the state 
where the lands were located retained 
to itself such values, to be utilized in 
such manner as lawfully might be, 
without interference from any other 
state or from the common agency. For 
that reason the much criticized Art. 
VIII was inserted in the compact. It 
was specifically provided : 


The terms and conditions under which any 
such signatory state shall make available the 
rights of water conservation, power storage, 
or power development herein reserved shall 
be determined by separate agreement or ar- 
rangement between such state and the 
United States. 


ee the then chairman of the 
Federal Power Commission in 
the hearing before the House Flood 
Control Committee was not prepared to 
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say that in his opinion the compacts 
had the effect of ousting the Federg 
Power Commission of its jurisdiction 
to license power projects at the sites 
designated in the compacts, the pro. 
ponents of the compacts did not hes. 
tate to state to the committee that ther 
was no intent to deprive the commis. 
sion of that power, if it existed. In 
other words, if the Federal Powe 
Commission, under existing law, had 
jurisdiction over these mountain 
streams, there was absolutely nothing 
in the compacts which deprived th 
commission of that jurisdiction. 
Nor did the proponents of the com- 
pacts interpose the slightest objection 
to amending the ratification resolution, 
either as proposed by the War Depart- 
ment which had previously placed its 
stamp of approval on the compact as 
written, or by committee members who 
desired to have it clearly appear that 
ratification of the compacts would not 
be deemed to waive, diminish, impair, 
or in any way affect the provisions of 
any existing Federal law, particularly 
the Federal Water Power Act of 1920, 
and the jurisdiction of the Federal 
Power Commission thereunder. To the 
contrary, they expressed entire ap- 
proval of the addition of such clarify- 
ing amendment. The Federal Power 
Commission declined to withdraw its 
opposition and accept the amendment 
proposed by the committee. 


N view of the constant reiteration by 
members of the commission and its 
counsel, concerning the “long-declared 
policy set forth in the Federal Water 
Power Act of 1920” for the utilization 
of water resources on navigable 
streams in every part of the country, t 
might be pertinent to inquire in how 
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Conservation and Power in Flood Control 


sol] suEss conservation and power values in these 
reservoir sites could be preserved and devel- 
oped by the states or some agency designated by them, 
they would be gone forever. Once dams designed 
solely for flood control purposes were erected, with 
no provision made for their further adaptation for 
conservation purposes, the entire value of potential 


power development vanished.” 





many instances since 1920 the com- 
mission has issued licenses for power 
projects on the main Connecticut river. 
It is believed that the records of the 
commission will fail to disclose a 
single occasion where such a license 
was required, but the record will defi- 
nitely show that in at least two in- 
stances the commission has found that 
the river was not navigable, within the 
definition of the Federal Water Power 
Act ; that its obstruction by dams would 
not in any way affect interstate or for- 
eign commerce ; and that licenses were 
not required. 


A’ stated before, it is the reservation 
to the states contained in Art. 
VIII, of the power and conservation 
values in these sites beyond what was 
required for the primary purpose of 
flood control, that has occasioned the 
greater part of the opposition from the 


Power Commission. However, will 
anyone deny that under the Federal 
Water Power Act of 1920, as 
amended, a state has the right and au- 
thority to acquire the necessary lands 
and easements and construct a power 
development upon a stream to which 
the jurisdiction of the commission ex- 
tends, upon compliance with the act? 
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The act specifically contemplates 
such action. Indeed, the commission is 
bound to give preference to the states 
and municipalities in such development. 
Yet because this compact reserves to 
the states only a part of the right and 
authority which they would otherwise 
have, merely the opportunity to avail 
themselves at their own expense of the 
potential values remaining after the 
primary purpose of flood control has 
been fully preserved and satisfied, this 
materially impaired right to be exer- 
cised in exact conformity to the provi- 
sions of the Water Power Act, if ap- 
plicable, the opponents of the compact 
argue that thereby the long-established 
Federal policy is violated and the Fed- 
eral Water Power Act of 1920 is prac- 
tically rendered nugatory. The mere 
statement of the proposition demon- 
strates its fallaciousness. 


N OTWITHSTANDING the many loose 
statements so frequently and re- 
peatedly made by some of those op- 
posed to the ratification of the com- 
pacts by Congress, that they deprive the 
Federal government of its long-estab- 
lished right to develop the potential 
power at these sites, no intelligent, 
honest-minded person who is at all 
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familiar with existing Federal legisla- 
tion will assume to assert that the Fed- 
eral government has authority under 
any existing law to develop a kilowatt 
of electricity at any one of the sites 
contemplated by these compacts. The 
Flood Control Act excludes such au- 
thority, as well as the expenditure of 
any funds of the United States for that 
purpose, and the Federal statutes will 
be searched in vain to find it elsewhere. 
No more complete and authoritative 
statement of this proposition could be 
desired than the opinion of the general 
counsel of the Federal Power Commis- 
sion, given on February 3, 1938, in re- 
sponse to the request of Congressman 
McCormick concerning the right of the 
government to use these dams and 
reservoirs for the generation of power, 
in the event his bill (H. R. 8997) 
amending the Flood Control Act 
should become a law. Among other 
things, the following quotation from 
the opinion is particularly pertinent : 


There is no doubt in my mind that in the 
event this bill becomes law, none of the dams 
or reservoirs constructed under the Flood 
Control Act of 1936 as so amended could 
be utilized by the Federal government, or 
by any agency or instrumentality thereof, 
for the generation and sale of power without 
further legislation by the Congress specifi- 
cally oe such power development 
and sale. 


Pann out that clear congres- 
sional intent was revealed by the 
language of the act and by its legisla- 
tive history, that such projects, so far 
as the Federal government was con- 
cerned, were for flood control purposes 
only, but that no further legislation was 
necessary to permit states, or their po- 
litical subdivisions, or even private 
persons, to install facilities for develop- 
ment of power, upon compliance with 
the Federal Power Act, he concluded: 
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For the foregoing reasons, I am of the 
opinion that although the development of 
power at A - f these. dams constructed 
under the Flood Control Act of 1936 by 


' states, their political subdivisions, or 
ederal 


agencies, is authorized by existing 
law, it would be necessary to enact further 
legislation to permit any agency of the Fed. 
eral government to use such or the 
generation and sale of power. (Italics sup. 
plied.) 

It would have been difficult for the 
most enthusiastic proponent of the 
compacts to set forth in stronger 
or more concise and persuasive 
language than the statement above 
quoted, the fundamental necessity for 
the inclusion of Art. VIII of the com- 
pact, reserving to the state, or such 
agency as it might designate, the right, 
at its own expense, to avail itself of the 
conservation, storage, or power devel- 
opment values in these sites, remaining 
after the requirements for flood con- 
trol had been fully satisfied, and thereby 
preserve that which otherwise would be 
irrevocably destroyed and forever lost. 


ag Sahar in the Flood Control Act 
can there be found a suggestion 
or intimation that the states, political 
subdivisions, or local agencies are called 
upon to provide “without cost to the 
United States, lands, easements, or 
rights of way” to enable the Federal 
government to build for itself power 
or storage reservoirs or to enable 
it to develop power at any of 
these sites. On the other hand, it is 
clear from the act that Congress did 
not intend that these values should be 
lost, for it provided in §5 that “pen- 
stocks or other similar facilities, 
adapted to possible future use in the 
development of adequate electric 
power, may be installed in any dam 
herein authorized when approved by 
the Secretary of War upon the recom- 
mendation of the Chief of Engineers.” 
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The Federal government, being 
without power or authority to build 
other than flood control structures and 
having no existing right to develop 
power at these sites, this provision 
could only have been inserted for the 
benefit of the states, political subdivi- 
sions, or responsible local agencies, who 
retained whatever values there were 
beyond what was essential for flood 
control, when such development should 
be “approved by the Secretary of War 
upon the recommendation of the Chief 
of Engineers.” This construction is 
made certain when the amendment of 
July 12, 1937, to the Flood Control 
Act (No. 208—75th Congress ; Chap. 
511, §1, 50 Stat. 515) is considered. 
Therein it is provided : 


... the plan for any reservoir project 
may, in the discretion of the Secretary of 
War, on recommendation of the Chief of 
Engineers, be modified to provide additional 
storage capacity for domestic water supply 
or other conservation storage, on condition 
that the cost of such increased storage capac- 
ity is contributed by local agencies and that 
the local agencies agree to utilize such addi- 
tional storage capacity in a manner consist- 
ent with Federal uses and purposes. 


le is repeatedly stated by those oppos- 
ing the compact that, had the states 
acted in conformity with §4 of the 
Flood Control Act and drawn such a 
compact as was there contemplated, it 
would not have required the further 
consent or ratification of Congress. 
Nothing could be further from the fact. 


e 


After granting consent to the states to 
enter into compacts to carry out the 
purposes of the act, it is specifically 
provided : 


No such compact or agreement shall be- 
come effective Fy otal the further consent 
or ratification of Congress, except a compact 
or agreement which provides that all m 
to be expended pursuant thereto and 
work to — thereunder shall be 
expended an Fn gee by the Department 


of War.... (Italics supplied.) 

The general rule laid down therein 
specifically requires the “further con- 
sent or ratification of Congress.” The 
exception to the general rule does not, 
and by the very nature of things can- 
not, apply here. Providing for the con- 
struction of an initial plan of eight 
reservoirs, this compact contemplates a 
long-range, comprehensive program 
for flood control on the Connecticut 
river and its tributaries, and the en- 
largement and expansion of such proj- 
ects to an ultimate control of approxi- 
mately 21 per cent of the drainage area. 
The operation and maintenance of the 
system of flood control is under the 
jurisdiction of the common agency of 
the four states which share the annual 
cost. 


HE commission created under the 
compact as the common agency is 
required to make studies, in codpera- 
tion with the War Department, for the 
development of such comprehensive 


of the right and authority which they would otherwise have, 


q “... because this compact reserves to the states only a part 


merely the opportunity to avail themselves at their own ex- 
pense of the potential values remaining after the primary 
purpose of flood control has been fully preserved and satis- 
fied, .. . opponents of the compact argue that thereby the 
long-established Federal policy ts violated...” 
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plan and to report and make recom- 
mendations from time to time to the 
signatory states. The lands, easements, 
and rights of way are acquired in the 
first instance by the state in which they 
are located. As the plan develops the 
states, from time to time, must appro- 
priate additional money for their acqui- 
sition. It is not a mere matter of turn- 
ing over to some governmental agency 
an initial sum of money to be by it ex- 
pended as it may see fit and that be the 
end of it. Such a procedure would not 
only be impracticable but, under the 
conditions that necessarily exist in con- 
nection with carrying out the plans con- 
templated, it would be impossible. 

Furthermore, the experience of the 
last four or five years in Federal spend- 
ing has not been such as to be conducive 
to the probability that the New 
England States, particularly Vermont, 
would voluntarily constitute any Fed- 
eral department the disbursing agent 
of their funds. 


O F even less merit is the proposition 
belatedly put forth that the com- 
pact is defective because title to the 
lands, easements, and rights of way is 
not vested in the United States. One 
may read the Flood Control Act with 
the most minute care but he will fail to 
find any provision therein whereby title 
to the “lands, easements, and rights of 
way” to be provided by the states 
“without cost to the United States” is to 
be conveyed to the Federal government. 
Ever since 1928 substantially the same 
language has applied to the Mississippi 
Flood Control Act. Yet in every in- 
stance, although the flood control 
works have been constructed by and at 
the expense of the Federal government, 
title to the lands and easements has been 
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taken and held in the name of the state 
or the local agency. It can hardly be 
supposed, after such a long practical 
construction of substantially similar 
language, that Congress intended the 
exact opposite of such construction in 
the Flood Control Act of 1936. 

Prior to the passage of the Flood 
Control Act of 1936, three flood con- 
trol reservoirs had been constructed or 
were under construction in the Wi- 
nooski river basin in Vermont, under 
contract between the state and the gov- 
ernment. The provisions for state and 
Federal participation were substan- 
tially identical with the language of the 
Flood Control Act. The state provided 
the lands, easements, and rights of 
way; the government constructed the 
dams; and upon completion the state 
was obligated to take over and operate 
them at its own expense. In every in- 
stance the title was taken and is now 
held in the name of the state. No sug- 
gestion or intimation was ever made by 
anyone that the title should be in the 
United States. 


N the hearings before the House 

Flood Control Committee, the 
unequivocal statement was made by a 
member of the committee, and no- 
where controverted, that in every in- 
stance, covering some forty projects in 
which allotments had been made under 
the Flood Control Act, including reser- 
voirs in several states, the states were 
taking title to the lands. Yet it is urged 
that a different rule should be applied 
to the New England States. 

Up to now the Federal government 
has followed a policy of aid to the states 
in matters in which they may be said to 
have a common interest, among which 
may be included flood control. Under 
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Power Commission Objects to States’ Rights 


“ _.. the principal objections of the Federal Power Commission, 
which wrecked the realization of immediate flood control, so much 
desired by the southern New England States, are that the states re- 
served to themselves the benefit of water conservation and power de- 
velopment, beyond what was required for flood control, and retained 


the title to the lands, where are located the proposed reservoirs ... 


” 





this new dispensation advocated by the 
opponents of the compact, we are told 
that the states are to be permitted to 
contribute to the aid of Federal proj- 
ects, for which, when completed, the 
states must assume the entire burden. 
Under this theory we have a Federal 
project to which the states have con- 
tributed the lands, paid all damages due 
to the construction work, and for the 
operation of which, when completed, 
the Federal government declines all re- 
sponsibility. At least it has the dubious 
merit of being a somewhat novel de- 
parture from precedent. 


B" of course no such construction 
is permissible under any recog- 
nized rules of statutory construction. 
Nevertheless, it is interesting to note 
that for some unexplained cause the 
War Department has modified the 
policy which it promulgated at Hart- 
ford on March 8, 1937, and which its 
legal and engineering representatives 
assisted in writing into the compact 
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with its unqualified approval, for on 
August 30, 1937, it issued an order 
that where authorized projects were for 
dams and reservoirs having potential 
power, the states’ political subdivisions 
or local agencies would be “required to 
convey to the United States a clear and 
unencumbered fee simple title to the 
lands required for the dam structures 
and such contiguous land as may be 
necessary for the eventual construction 
of power houses, switching stations, 
and other appurtenances.” 

They are also required to convey by 
the same kind of title the lands for the 
reservoirs unless the Department, after 
investigation, determines to accept a 
perpetual flowage easement without 
any limitation or restriction whatever 
on the purpose for which the water is 
to be stored. It is intimated that if no 
potential power exists, such conveyance 
of title will not be required, and at this 
moment there are under construction in 
western Pennsylvania two flood con- 
trol reservoirs, built under the Flood 
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Control Act, the title to which rests in 
the name of the state or its own agency. 


corneseres Congress has 
definitely stated in the Flood 
Control Act that the states are to pro- 
vide, without cost to the United States, 
only such lands, easements, and rights 
of way as are necessary for flood con- 
trol, and have excluded therefrom all 
power development, under this regula- 
tion, to avail themselves of the benefits 
of flood concrol, the states are com- 
pelled to turn over to the United States 
lands, easements, and rights of way 
greatly in excess of what is required 
for that purpose, at a vastly increased 
cost to the states, from which the states 
are not only to get no benefit, but will 
suffer serious detriment, and which, 
under any existing Federal law, the 
United States is powerless to utilize. It 
is respectfully submitted that there is a 
total lack of any legal basis for such a 
construction of the act. Nor is there 
any language anywhere in the act 


which permits a distinction between 
project sites having potential power 
values and those which do not have 
such possibilities. 

Meanwhile the ratifying resolutions, 
favorably reported by the Senate Com- 
merce Committee, and by the House 
Flood Control Committee with a clari- 
fying amendment, lie dormant on the 
calendars of both houses, their consid- 
eration successfully prevented, while 
the people of New England are no 
nearer to safety from destructive floods 
than when the Flood Control Act was 
passed two years ago. Still exposed to 
the ravages of flood waters, such as 
engulfed them in the spring of 1936, 
with not a shovelful of earth yet 
turned for their protection, notwith- 
standing they have promptly and effec- 
tively met every requirement on their 
part to be performed, they will know 
where rests the responsibility for their 
unfortunate situation should another 
such disastrous calamity overwhelm 
them. 





So What Department 


<4 HERE is no reason, of course, why in a democracy the utilities 


and their investors should not pro 
even though contrary to the welfare o 


dize in their own interest, 
e public at large, provided 


bribery and underhand methods are not practiced . . . But although 
utility investors have a right to present their side, it is absurd to pretend 
that their activities are distinguishable from those of the utilities be- 


—Excerrt from editorial in The Nation. 


hind them.” 
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Is Reproduction Cost 
Becoming Obsolete 


As an element in utility fair value? 


This question, in the opinion of the author, based on an analysis of two 

recent Supreme Court cases should be answered in the negative, unless 

some substitute for this evidence of fair value can be found which 

avoids criticism, not only of many individuals but also of courts, on 
: the subject. 


By LUTHER R. NASH 


Court of the United States in a 

railroad rate case defined the 
basis of value to be used in confisca- 
tion proceedings. This definition in- 
cluded original cost and present cost as 
two of the elements which have since 
been given outstanding consideration. 
For the past thirty years this defini- 
tion of value has been repeatedly re- 
affirmed and has been used by state 
regulatory commissions in fixing rates 
of public utilities. 

In the initial case, Smyth v. Ames," 
the railroads contended for original 
cost and the representatives of the 
shippers urged cost of reproduction 
which at that particular time was 
lower. With the passage of time the 
relation between original cost and 
cost of reproduction has changed and 
there have been reversals of the con- 


__ 


1 (1898) 169 U. S. 466, 42 L, ed. 819. 


| NorTy years ago the Supreme 
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tentions of the interested parties. In a 
material portion of these cases it has 
been apparent that the basis empha- 
sized by these parties has been that 
which would give them the advantages 
in rates for which they were contend- 
ing. In addition to the cases in which 
self-interest has been influential there 
have been many others in which 
original cost or, to use the more recent 
term “prudent investment,” has been 
favored because of the alleged greater 
readiness of its determination and re- 
current use. 

The January 20, 1938, issue of the 
FORTNIGHTLY contained a summary 
of the practices and preferences of the 
state commissions as between original 
cost and reproduction cost. It appears 
that two state commissions have 
practically throughout their history 
based their findings in rate cases upon 
actual investment, a very large pro- 
portion of which has been made under 
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their direct supervision. Four other 
state commissions have used this same 
basis for extended periods. At least 
as many more favored that basis but 
have been restricted in its application 
through deference to the “law of the 
land.” Sixteen other state commis- 
sions, or more than half the total num- 
ber which defined their procedure for 
the purpose of this review, have fol- 
lowed the rule of the Supreme Court 
and given consideration to both 
original cost and reproduction cost. 
Although the weight given to repro- 
duction cost has varied through wide 
limits, there has been general recogni- 
tion of the rule laid down in the Min- 
nesota Rate Cases* that “value is not 
controlled by artificial rules. It is not 
a matter of formulas, but there must 
be a reasonable judgment having its 
basis in a proper consideration of all 
relevant facts.” 


N recent years the opposition to any 
consideration of reproduction cost 
has become increasingly acute. Many 
discussions of the subject have con- 
demned this method as destructive. of 
effective regulation and as being 
otherwise cumbersome, expensive, and 
unreliable. Such views were emphati- 
cally expressed in an article by Carl I. 
Wheat, counsel for the Federal Com- 
munications Commission, appearing in 
the August 5, 1937, issue of Pusiic 
Urti.ities FortTNIGHTLY, in which he 
referred to cost of reproduction as 
“poetic imagery” and in other caustic 
terms. Much of the recent criticism 
has come from Federal agencies which 
are seeking through accounting revi- 
sion and otherwise to determine not 
only original cost as heretofore under- 


® (1913) 230 U. S. 352, 57 L. ed. 1511. 
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stood but also the cost of the property 
when first devoted to public service. 
The California Railroad Commis. 
sion which, like the Massachusetts De. 
partment of Public Utilities, has con. 
tinuously used original cost in rate 
proceedings, has ably defended its 
practice in the following language 
taken from its decision in the Pacific 
Gas & Electric Company Case,’ to 
which further reference will be made: 


During its entire history in establishing 
reasonable rates for utilities similar to this 
company, to determine a C= rate base 
this commission has used actual or esti- 
mated historical costs of the properties un- 
depreciated, with land at the present market 
value. Consistent with this, it has used the 
sinking-fund method to determine the allow- 
ance for depreciation to be included in op- 
erating expenses. 

This historical method has dominated the 
commission’s findings for several principal 
reasons. It is well grounded upon estab- 
lished facts, it is not subject to the vagaries 
of pet theories, unlimited imagination, and 
abrupt fluctuation of current prices and pass- 
ing conditions, and therefore indicates a 
truer measure of value upon which, 
the application of rates, a return may 
allowed to reimburse the owner for his en- 
terprise and insure the integrity of his capi- 
tal honestly and prudently invested. At the 
same time it prevents unwarranted demands 
upon the consumer through the projections 
of future rates on ephemeral values and 
stabilizes rates so that economic shocks from 
such changes are reduced to a minimum. 

It is an economical procedure, where the 
books of the companies are reasonably well 
kept, as obtains in practically all of the 
major utilities of this state, full compliance 
with which will prevent unwarranted ex- 
penditures of money by the commission, the 
cer and the company, which inures to the 

efit of both the consumers and the utility. 
It is a more rapid procedure insuring qui 
compliance with necessities as they arise. 


HE case from which the above 

was quoted was appealed by the 
company to the Federal courts on the 
ground that the commission had re- 
lied wholly on original cost as repre- 
senting fair value and refused to give 
any consideration to evidence of re- 


$ (1933) 1 P.U.R.(N.S.) 1, 11 
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production cost presented by the com- 
pany. The commission appealed to the 
Supreme Court from the injunction 
which was granted by the Federal 
court and was joined in its appeal by 
the Federal Power Commission, 
which included in its brief the follow- 
ing statement : 


Standing on the threshold of a new era of 
Federal regulation involving an industry 
which for the first time has been subjected 
to the regulatory power of Congress and 
faced with the important function of rate 
making, the Power Commission is deeply 
concerned in the establishment. of a legal 
principle which will be consistent with and 
not obstructive to a sound administration of 
the rate-making power. If the Power Com- 
mission is to be required under the Constitu- 
tion, in fixing electrical rates, to consider re- 
production cost as an essential element in the 
determination of a rate base, its administra- 
tive task will be well-nigh impossible of 
performance. It believes that a sound basis 
—sound in administration, in economics, and 
in law—upon which the public utility proper- 
ties should be valued for rate-making pur- 
poses is the historical cost of those proper- 
ties—that is, the prudent investment in them. 
It believes that such a basis is entirely con- 
sistent with the requirements of the Fifth 
and Fourteenth Amendments of the Con- 
stitution. 


was hoped by many government 
agencies and officials, as well as 
some other organizations and indi- 
viduals, that the Supreme Court in this 
case would make a definite finding as to 
the basis of value in which reproduc- 
tion cost would have no part. The de- 
cision of the court, rendered on Jan- 
uary 3, 1938, did not confirm these 
hopes. The commission in its presenta- 
tion of its case had denied that it had 


failed to consider reproduction cost 
and that its failure to give it substan- 
tial weight was due to inconsistencies 
in the evidence presented to it, thus 
denying the contention of the com- 
pany on which its appeal had been 
based. 

The court held, as in the Los An- 
geles Gas & Electric Company Case,‘ 
that it was not concerned with the 
methods and reasoning adopted by the 
regulating agency but rather whether 
the rates fixed by the commission 
would result in confiscation. In the 
absence of a complete record of the 
proceedings below, the court could not 
itself determine whether or not the 
rates in question were confiscatory and 
the case was sent back to the Federal 
court for further investigation and 
findings. 

It is obvious in this, as in many 
other cases, that the commission might 
apply a liberal rate of return to an in- 
adequate valuation and thereby avoid 
either confiscation or unfairness, and 
it was clearly the intent of the Su- 
preme Court that the court below in its 
reconsideration of this case should ex- 
amine with care both of these factors 
entering into the determination of ad- 
equate distributable income. 


HE conclusion to be drawn from 
the Pacific Gas & Electric deci- 
sion is that it embodies no direct re- 


#289 U. S. 287, P.U.R. 1933C, 229. 


e 


“In recent years the opposition to any consideration of re- 
production cost has become increasingly acute. Many dis- 
cussions of the subject have condemned this method as de- 
structive of effective regulation and as being otherwise 


cumbersome, expensive, and unreliable . . 
recent criticism has come from Federal agencies .. . 
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versal of previous rulings as to the 
basis of value. It does not suggest that 
cost of reproduction is no longer a sig- 
nificant factor nor does it indicate that 
dominant weight should be given to 
original cost. It referred to its pre- 
vious findings that “no one would 
question that the reasonable cost of an 
efficient public utilities system is good 
evidence of its value at the time of 
construction,” and that “such actual 
cost will continue fairly well to meas- 
ure the amount to be attributed to the 
physical elements of the property so 
long as there is no change in the level 
of applicable prices.”* Referring in 
part to earlier decisions, the court also 
said that while the court has fre- 
quently declared that “in order to de- 
termine present value, the cost of re- 
producing the property is a relevant 
fact which should have appropriate 
consideration, we have been careful to 
point out that the court has not decided 
that the cost of reproduction furnishes 
an exclusive test and in that relation 
we have emphasized the danger in 
resting conclusions upon estimates of 
a conjectural character.” 

Apparently, however, the court was 
not unanimous in feeling that its de- 
cision in this case was following a 
beaten path. Two conservative mem- 
bers, Messrs. Butler and McReynolds, 
were disturbed at what they believed 
to be a trend away from precedents 
and felt that in.stressing results rather 
than method and in failing to sustain 
earlier views as to the significance of 
cost of reproduction when properly 
developed, the court had permitted un- 
due emphasis to be placed upon. orig- 
inal cost. i 

5 McCardle v. ree oT Water Co. (1926) 
272 U. S. 400, P.U.R. 1927A, 15. 
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Grane alone, this case might be 
so regarded ; but such a view is not 
supported by the Indianapolis Water 
Company decision rendered on the 
same day. In that decision the case 
was also sent back to the lower court 
for further attention because that 
court had neglected in its previous con- 
sideration to make allowance in its 
finding of fair value for certain sub- 
stantial increases in prices which had 
occurred while the case was under con- 
sideration. It would seem obvious 
that if present cost of reproduction 
and material change in price levels 
which affects such cost were of no sig- 
nificance this case would not have been 
sent back for reconsideration. At-any 
rate that seems to be the view of Mr. 
Justice Black, who submitted a dis- 
senting opinion in which he set forth 
forcibly and at length his views of the 
weaknesses of the reproduction cost 
method. He was very frankly of the 
opinion that original cost was the only 
proper evidence of fair value. 

In the light of the foregoing discus- 
sion of these two recent cases it may 
fairly be stated that the question em- 
bodied in the title to this article as to 
the obsolescence of reproduction cost 
should be answered in the negative un- 
less we can find some substitute for 
this evidence of fair value which 
avoids the criticisms not only of many 
individuals but also of the courts on 
this subject. These criticisms are 
fairly summarized in the Wheat ar- 
ticle referred to above. He lists among 
the objectionable features of the con- 
ventional cost of reproduction ap- 
praisal the assumption of nonexis- 
tence of the present plant, excessive 
supervision, organization and legal ex- 
penses, cost of grading and paving 
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Trended Costs As a Measure of Value 


<4 HE writer has used this trended original cost method in a 

number of cases and has been impressed with its reasonable- 

ness where records of original cost are available or can be estimated 

with reasonable accuracy. In substance this method assumes that the 

labor and material costs and overheads relating thereto were those 

existing on appraisal date rather than those prevailing at the time the 
property was actually constructed.” 





which did not exist at the time of orig- 
inal installation, traffic and other 
present obstructions which were orig- 
inally not existent, excessive allow- 
ances for omissions and contingen- 
cies, taxes on interest during con- 
struction, fantastic claims for going 
value and other similar claims. 


Sete ges is also made to prices 
for telephone equipment charged 
by Western Electric Company to 
other Bell subsidiaries which failed to 
follow the trend of other comparable 


commodities. Apparently Western 
Electric Company failed to reduce its 
prices during depression years when 
other and more competitive commodi- 
ties were drastically reduced, but it 
may be that a study of comparative 
prices during years of prosperity 
would. show a lower relative level of 
telephone equipment prices than other 
commodities, indicating a policy of 
relative stability of prices which, over 
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a period of years, might be advanta- 
geous to both the telephone companies 
and their subscribers. 

Many of the criticisms above out- 
lined are due to a misconception of the 
character and purpose of an appraisal 
of reproduction cost. Public utilities 
have become monopolies, subject to 
regulation largely because of their 
necessarily high investment in relation 
to revenue. In the industrial field any 
producer is subject at any time to the 
risk of a competitor establishing an 
equivalent plant under the then pre- 
vailing costs of construction, such 
plant to be built on a wholesale basis 
rather than on the piecemeal basis 
which has been the common experi- 
ence of existing plants. Regulation in 
the public utility field undertakes as 
far as practicable to reproduce theo- 
retically the conditions existing in 
competitive industries and:to fix rate 
levels which are consistent with such 
conditions. 
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ee distinction should be recog- 
nized in that a new producer in 
the competitive field may build a more 
modern and efficient plant than those 
previously existing, and for complete 
analogy the reproduction method in a 
utility case should apply to a corre- 
spondingly modern and efficient plant 
rather than the one actually existing. 
This procedure has however been 
frowned upon by both commissions 
and courts because of the wide differ- 
ences of opinion which would exist as 
to the character of such a substitute 
plant. 

The prevailing practice provides for 
the appraisal of a duplicate plant built 
at one time rather than on a piecemeal 
or historical basis. This difference in 
construction procedure accounts for a 
large part of the alleged high appraisal 
overheads as compared with actual or 
historical costs. Under piecemeal 
methods engineering, supervision, in- 
terest, taxes, and other similar items 
may be relatively small and their cost 
may not have been properly recorded 
in the fixed capital accounts. Actual 
costs also include all property and the 
contingencies of construction, where- 
as a properly made appraisal assumes 
a certain normal construction proce- 
dure and requires such supplementary 
allowance for waste and omitted items 
as experience has shown to be neces- 
sary. The critics of reproduction cost 
often fail to recognize that the whole- 
sale methods employed assume a much 
more efficient use of material and labor 
and a much lower bare construction 
cost than would actually be experi- 
enced historically. It is commonly 
found that such saving in construction 
cost offsets the higher overhead 
charges which the method requires. 
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HE typical appraiser, having an 

engineering type of mind, is apt 
to attack his problem in a literal way 
and naturally assume that reproduc- 
tion should be determined under exist- 
ing conditions, that is, with the traffic 
and other obstructions which would be 
encountered today although they did 
not exist historically. He may be in- 
clined to assume the cost of cutting 
existing pavements for laying subsur- 
face structures although this was not 
necessary originally, but in most such 
cases he is instructed not to depart 
from historical conditions because of 
controlling court decisions. The in- 
clusion in certain cases of taxes on in- 
terest during construction has also 
been severely criticized. An engineer, 
recognizing that interest during con- 
struction is part of the cost of a job, 
may occasionally include this element 
of cost if and to the extent that taxes 
are assessed during the construction 
period in the locality where the work 
is being done, but the resultant item is 
too insignificant for serious attention. 
Going value appears to be an increas- 
ingly controversial item, and a repro- 
duction appraisal necessarily considers 
its elements as they exist at the time 
rather than as they have been devel- 
oped historically. 

Summarizing the foregoing com- 
ments it may be stated that the repro- 
duction cost method has as its pur- 
pose the assembly of certain evidences 
of value which courts have held to be 
pertinent, to be used in connection 
with actual investment or any other 
evidences of value which may also be 
significant. However, recognizing the 
objectionable features which may be 
involved in the reproduction method, 
it is timely to inquire if some other 
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procedure cannot equitably be substi- 
tuted if thereby controversy and 
caustic criticism can be avoided. Such 
a method has been suggested or fore- 
cast in recent controlling decisions. 


pa years ago in a telephone 
case originating before the Mary- 
land commission the Supreme Court 
criticized the specific method used by 
the commission but indicated that if ap- 
propriate price trend indices had been 
applied by the commission to original 
cost of the property the resulting evi- 
dence of value would have been given 
weight. Similar comment was made 
by the Supreme Court in a more recent 
telephone case in Ohio,” and in one of 
its most recent decisions, the Indian- 
apolis Water Case previously referred 
to, the court sent the case back to a 
lower court for further consideration 
of the effects of price trends. 

The writer has used this trended 
original cost method in a number of 
cases and has been impressed with its 
reasonableness where records of origi- 
nal cost are available or can be esti- 
mated with reasonable accuracy. In 
substance this method assumes that the 

® West wv. Chesapeake & P. Teleph. Co. 
(1935) 295 U. S. 662, 8 P.U.R.(N.S.) 433. 

7 Ohio Bell Teleph Co. v. Ohio Pub. ceities 


Commission (1937) 301 U. S. 292, 
P.U.R.(N.S.) 305. 


labor and material costs and overheads 
relating thereto were those existing on 
appraisal date rather than those pre- 
vailing at the time the property was 
actually constructed. Consistently ap- 
plied, the method reflects the original 
condition of construction with all its 
contingencies and piecemeal charac- 
teristics, although in some cases ap- 
praisal engineers have taken into ac- 
count more modern construction 
methods and facilities. 


HIS method is subject to any de- 

sired degree of refinement. There 
are in existence composite construc- 
tion cost indices applicable to the sev- 
eral types of public utilities, neces- 
sarily based upon conventional pro- 
portions of the various elements en- 
tering into such properties and similar 
labor relations, and such indices are 
useful where only approximate totals 
are needed. Maximum refinement on 
the other hand will take all the basic 
elements entering into a particular 
property and combine them as they ac- 
tually exist, comparing original with 
present unit prices, and giving, there- 
fore, a true picture of that particular 
property. Apparently this method 
avoids much of the criticism directed 
against the reproduction method. In 
the Wheat article previously referred 


as its purpose the assembly of certain evidences of value 


q “... it may be stated that the reproduction cost method has 


which courts have held to be pertinent, to be used in con- 
nection with actual investment or any other evidences of 
value which may also be significant. However, recognizing 
the objectionable features which may be involved in the re- 
production method, it is timely to inquire if some other pro- 
cedure cannot equitably be substituted...” 
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to, this method is commented upon fa- 
vorably, and in general criticism-from 
other sources has. so far been lacking 
when the method has been properly 
applied. 

In certain cases in which the writer 
has been interested both reproduction 


cost and trended original cost have’ 


been determined as accurately as pos- 
sible and the same thing has been done 
in other cases of which records are 
available. They all show a surprising 
agreement between reproduction cost 
and trended original cost, the differ- 
ences being very small percentages. 
The reason for this agreement has al- 
ready been suggested, namely, that the 
higher overheads necessarily applied 
to reconstruction cost are substantially 
offset by the higher. cost of actual 
piecemeal construction with its lower 
overheads. 


) the critics of reproduction cost 
base their opposition to it on the 
grounds of the illogical assumptions 


and conditions embodied therein 
rather than the fact that the result may 
be substantially higher than original 
cost, and they are willing to accept a 
trended original cost, then the contro- 
versy over evidences of value ought to 
disappear. There may remain ques- 


tions as to the “prudence” of original 
cost but these should not in most cases 
substantially affect the results. 

It is not the intention of this article 
to go into the broader economic ques- 
tions involved in the determination of 
fair value. Various writers have from 
time to time pointed out the danger in- 
volved in adherence to actual invest- 
ment as a basis of rates because of the 
rigidity involved therein. An increas- 
ing proportion of the output of electric 
and gas utilities is used for industrial 
and other purposes where competitive 
costs are controlling factors. If utility 
rates have a fixed basis differing from 
that applicable to the industrial field, 
there may be times when such rates 
will be so high as to encourage indus- 
trial plants to take care of their own 
power and fuel requirements, whereas 
at other times these industries may be 
paying substantially less for purchased 
service than it is worth to them. It is 
for such reasons that the elasticity 
which the reproduction cost or trended 
original cost basis of rate fixing pro- 
vides should have careful considera- 
tion. If the former is objectionable be- 
cause of its complications and the lat- 
ter is not, it offers substantially the 
same economic advantages with re- 
spect to rate regulation. 
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If Not, Why Not? 


A former newspaper man ponders over 
some intriguing questions of the day 


By WILL M. MAUPIN 
MEMBER, NEBRASKA STATE RAILWAY COMMISSION 


HY not a trust to bust all 
W trusts? Or a holding company 
to hold all companies? 

I have been pondering these ques- 
tions quite a bit ever since we engaged 
in a war to end all wars, and more so 
since the idea was promulgated that it 
would be a pious idea to organize an 
electric octopus to swallow up all the 
little octopi now swimming about in 
the murky depths of our business seas. 
After we get through with knocking 
the hosiery off’n the electric octopi by 
bringing forth one papa octopus to 
swallow up the entire genus octopi, we 
have a clear field ahead of us. Then 
we can start in on the railroads and one 
TVA railroad system for yardstick 
purposes, although what we would 
measure with it when all the railroads 
were one might be a question. Then 
there are the several thousand telephone 
companies, mutual and otherwise, and 
the radio organizations, and the tele- 
graph outfits, and the sugar manu- 
facturers and refiners, and the woolen 
and cotton fabric outfits, and the auto- 
mobile organizations. The list is so 
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long that even cursory cogitation 
thereof inclines one to an attack of 
blind staggers. 

The proposal that we now combine 
all the federally financed public power 
districts into one for the purpose of 
swallowing up all the privately owned 
electric utilities gives us the proper lead. 
If there are those inclined to wonder 
who will pay the taxes after all our 
utilities and manufacturing industries 
are federally owned and therefore tax 
free, let them rest content. Those who 
gave this TVA idea birth will doubtless 
be able to solve a minor problem like 
that. They haven’t yet, probably be- 
cause it is such a small item that they 
have overlooked it. They remind me 
of the man who spent a lifetime con- 
structing what was to be the world’s 
greatest and best bass viol. After it was 
completed he called all the world to see 
and hear, only to make the disconcert- 
ing discovery that he had left his glue- 
pot inside of it. 

But somehow or other the real:solu- 
tion after all this combination is per- 
fectly simple. Like the few score 
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people shipwrecked on a desert and un- 
inhabited island who earned a- good 
living by taking in each other’s wash- 
ing, we could all work for each other at 
equal wage and square accounts at the 
end of each year. 


At= having lived in this vale of 
tears for almost three-quarters 
of a century, the first two-quarters of 
which we managed to get along fairly 
well by encouraging individual initia- 
tive, and the last quarter of which we 
have come to depend upon our avuncu- 
lar relative down in Washington to 
provide for us, I am inclined to join 
the procession and remark somewhat 
emphatically, “To Hades with all of it; 
let’s go the whole hog and have done 
with it!” 

Remember when Tom and Huck 
were sailing across the country in their 
balloon and Tom just knew they were 
not flying over Illinois, because Illinois 
looked green and Tom knew from his 
geography that it was yellow? Why 
not all become color-blind and make all 
states alike by wiping out all state 
lines, do away with all state regulatory 
bodies, obliterate what little remains of 
states’ rights, and have the whole thing 
done by one superorganization func- 
tioning in the dim distance where it 
will not be interrupted? 

Personally a one-man dictatorship 
is no more repugnant than dictatorship 
by a little coterie of men self-appointed 
and self-annointed to handle all our 
affairs for us without interruption 
from any of us. About the time I be- 
gan taking notice of the opposite sex 
and wondering if Dad would discover 
the surreptitious use of his beloved 
razor, industry had a habit of training 
men for future leadership in industry, 
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but that has become a silly and old- 
fashioned notion. Today we depend 
upon a bunch of men as ignorant of the 
electric industry as a porcine is of 
Latin, to organize and manage an elec- 
tric district in which they have not a 
dollar other than the dollars they pay, 
even as you and I. They merely get 
the money from the town pump down 
in Washington, which aforesaid pump 
sucks up the water we call taxes that 
you and I have to drain into it. That 
the pump will cease to elevate when we 
are no longer able to pay taxes is 
something none of these eminent busi- 
ness developers seems ever to have 
thought about. 


B” the queries advanced in the be- 
ginning are intriguing, to say the 
least. They remind me somewhat of 
the Townsend plan. We can, as long 
as we are able, tax ourselves and, from 
the money thus obtained, live comfort- 
ably without working, or even think- 
ing. Why think when thinking is bar- 
ren of results? 

But I am told that honest confession 
is good for the soul, so I am aiming to 
do my soul good. Heaven knows it 
needs it. I confess that the mental proc- 
esses of some of these eminent busi- 
ness developers is quite beyond my ken. 
I know one utility commissioner who 
still thinks that a corporation’s depre- 
ciation reserve is a bunch of real dol- 
lars kept hidden away in a safe. He 
believes, too, that an elastic yardstick 
—one that contracts in cold and ex- 
pands in heat—is quite good enough 
to measure a public utility corporation; 
but I am convinced that his good wife 
would refuse to use it when she buys 
a dress pattern. Strange as it may seem, 
while there are men who urge the use 
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Who Will Pay the Taxes? 


¢ “7 there are those inclined to wonder who will pay the taxes after 

all our utilities and manufacturing industries are federally 

owned and therefore tax free, let them rest content. Those who gave 

this TVA idea birth will doubtless be able to solve a minor problem 

like that. They haven’t yet, probably because it is such a small item 
that they have overlooked it.” 





of such a yardstick, our women, God 
bless em, hold to the archaic idea that 
a yard contains thirty-six inches, never 
more, never less. It may be intuition 
on the part of our women, but after 
nearly a half-century with one woman 
I have come to rely upon it more fully 
than I do upon the judgment of some 
of my male acquaintances. 


— years ago I heard much of a 


“model town.” It was to be a 
yardstick by which all future town 
builders were to measure their efforts. 
It has been so long since I heard the 
name of that town mentioned I am not 
sure that I remember it correctly. Was 
it called “Norris”? I visited it once. 
It was a beautiful little city. Set amidst 
the Tennessee hills, surrounded by 
trees of nature’s own planting, it gave 
me the yearn to live there. A beautiful 
little 5-room bungalow, architecturally 
appealing, electrically equipped from 
heating to lighting and cooking, for less 
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than $30 a month! Gosh-all-hemlock, 
what an appeal to a fellow who paid 
$45 a month for a bungalow no better, 
and in addition had to pay taxes there- 
on, keep up his repairs and insurance, 
pay extra for light and heat, and actu- 
ally pay for the water on his lawn. This 
model city was erected with your 
money and mine for the purpose of 
housing the workers on the Norris dam 
on Clinch river. The fact that only 
about one in four was occupied, the 
workers preferring the barracks, is not 
to be considered. It was merely a small 
part of the plan now so ardently pro- 
moted by the yardstickers. But, as I 
remarked before, it has been quite a 
spell since I read any panegyrics on this 
model city. What has become of it? 
How many of its beautiful little bunga- 
lows are occupied? Who is paying the 
upkeep and expense of operation of the 
magnificent $200,000 school building 
which was erected in the model town 
of Norris? 
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|. peteon I venture an answer to the 
initial inquiries beginning this 
maundering article, I would like to 
know a bit more about the Norris of 
today that I heard so much about some 
three years ago. I am not like the 
colored maid who answered the tele- 
phone: 

“Hello! Huh? Co’se I'll marry 
you-all. Who is dis talkin’ ?” 

I am still so old-fogyish that I like to 
have a little information before 
answering. There are too many who 
remind me of the Swede who had his 
girl out for a buggy ride: 

“Hulda, vill you marry me?” asked 
Ole. 

“Yah, I marry you,” replied Hulda. 

Several miles were covered without 
another word, and finally Hulda asked : 

“Ole, vy don’t you say something?” 

“Aye tank I talk too damn much 
already,” growled Ole. 

We've had a lot more talk than real 
information on too many of our 
present-day problems. There are some 
few of us left who resemble the old 
darkey who became lost in the midst 
of a furious thunderstorm. Bewildered 
by the darkness and terrorized by the 
crashing thunder, he stumbled over a 
log and dropped on his knees to pray: 

“O, Lawd, if’n it’s jus’ th’ same to 
you-all, please give this old darkey a 
little less noise an’ a lot mo’ light!” 

I leave it to my readers, if any, if 
that wouldn’t be a mighty good prayer 
for all of us to utter during these 
tumultuous days. 


N° worshipper of the gods of the 
things that are am I. I believe 
in change—even in the interpretation 
of the Constitution. But now and then 
I am prone to question the good judg- 
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ment of some of the leaders who sug. 
gest change. I would rather trust to 
the judgment of a Walter Chrysler in 
the matter of automobile construction 
than the judgment of Senator Whosis 
who doesn’t know the fan belt from the 
chassis. Should I be in need of a surgi- 
cal operation I would prefer a real sur- 
geon to a taxidermist, no matter how 
skilled the taxidermist in manipulating 
a knife. Some of these promoters of 
TVA’s, little and big, remind me of the 
old story told of Theodore Roosevelt. 

The story goes that Teddy died and 
was greeted at the gate by good Saint 
Peter. 

“Come right in, Teddy,” said. Saint 
Peter. “TI’ll show you around and ask 
you for suggestions.” 

After the tour Saint Peter asked for 
suggestions. 

“Don’t like the heavenly choir.” 

“What do you suggest, Teddy?” 

“IT want ten thousand more tenors, 
ten thousand more contraltos, and ten 
thousand more sopranos.” 

“How about the basses, Teddy?” 

“O, I’ll sing bass!” 


I INSIST that we need more basses in 
this TVA chorus, and not quite so 
many thin, piping tenors. Things are 
not as they should be; certainly not 
what I would like them to be. How to 
make them better is beyond my mental 
ability to solve. But in the solution 
thereof I shall insist that we give more 
heed to the voice of experience than 
to the voice of mere promise and 
prophecy, especially the promises and 
prophecies of politicians more intent on 
personal aggrandizement than upon the 
good of the public. I greatly fear that 
if we listen too long to this class of 
leadership we will find ourselves much 
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in the position of Uncle John Oliver, 
the gristmill owner whom I knew as a 
boy down in Missouri. Uncle John had 
his own ideas about this, that, and the 
other thing. One day the country folk, 
gathered at Uncle John’s mill to discuss 
religion, politics, and the state of the 
Union, began discussing the subject of 
Hell. Each one had his own ideas about 
it. Finally Uncle John ended the argu- 


“Boys,” said he, “I believe there is a 
Hell where we are punished for all the 
evil things we do on earth, but I don’t 
believe it is a lake of fire and brimstone 
where we are to hz burned forever and 
ever. Why, dammit, we just couldn’t 
stand it!” 

We of this country have stood a lot 
during the past few years, but, dammit, 
there are some things we just couldn’t 


ment so far as he was concerned. stand. 








Why Business Men Are Puzzled 


a4 Fg re Business is not synonymous with economic royalism. 
Its deliberate goal is not monopoly. It is not bent upon the 
destruction of the little guy. It is not dishonest. It is not conducted 
by ‘malefactors.’ It does not willfully demoralize the stock market. It 
does not wish to pay starvation wages. It does not like bloodshed. It 
does not want war. American Business has been involved in these 
crimes, and some elements appear to be unregenerate. But they are not 
oe ere acts of Business. And they do not express its basic 
esire. 
“The characteristic act of American Business is the act of making 
a profit. And its basic desire, often obscured by violent surface phe- 
nomena, is that every Business man, from the farmer to the manufac- 
turer of steel, should operate at a profit. Business is interested, that 
is to say, in the distribution of the profit act in such a way as to create 
the biggest possible national income. And concerning its ability to do 
this it need only point to its past record. Beginning as a poor adjunct 
of British industry and commerce, American Business caught up with 
the industrialism of Europe in a hundred accelerating years, outstripped 
it early in the twentieth century, and emerged from the World War 
as the No. 1 industrial and financial society. This, the biggest and 
fastest show in history, was not staged by statesmen or priests or the 
army or the navy. It was staged with land and crops and mines and a 
plied science and machines and men and moriey—and Business staged it. 


“Having achieved a kind of feverish millennium, which raised the 
Businessman and the Commonman alike to a dizzy and unforgettable 
height, American Business fell to pieces in 1930; the Commonman 
walked the streets; and the mastery of the industrial world was lost. 
In this predicament Business called on Washington, as it had done so 
often during the past hundred years. But instead of getting land grants 
and post offices and mineral rights and higher tariffs and other hitherto 
helpful things, it got a series of laws that injected into it a number of 
unfamiliar and debatable factors. The Business man had been struck 
with awe by the depression. But now he was baffled by the laws. He 
was baffled—and he began to be afraid—because the laws seemed per- 
sistently to disregard the necessities of the fundamental act of his life, 
the profit act upon which his society had been erected.” 


—Excerrt from editorial, Fortune Magasine. 
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Wire and Wireless 
Communication 


ENATOR Wallace W. White, Jr., (R., door approach, in the form of an investi- 
Me.) recently returned from an in- gation of the radio broadcasting indus- 
ternational radio conference in Egypt try, which, incidentally, will get its share 
and went to work on getting adopted his of brickbats without doubt. Further- 
resolution (S. 149) for an inquiry into more, the Senate is the only branch 
broadcasting conditions in the home and_ where the proponents of such an FCC- 
foreign fields. The job would cost $25,- radio probe have been able to make real 
000. He secured the consent of the Com- progress so far, although there are a num- 
mittee on Expenses for this expenditure ber of House members (including the 
and now seeks assistance from Chairman chairman of the powerful House Rules 
Burton K. Wheeler (D., Mont.) of the Committee, John J. O’Connor) who are, 
Senate Committee on Interstate Com- at this writing, working diligently in the 
merce to have it adopted. This support hope of having a House investigating 
will not be hard to get. Passage over the committee join the Senate party. In that 
White House opposition is something event, the $25,000 ante would be boosted. 
else again. Just the same it looks like the In the event that this investigation 
long-awaited investigation of the FCC by does get final approval of either or both 
Congress is in a fair way to becoming an houses (and it has come so close before 
actuality. and failed that Washington observers are 
The White investigatory resolution is keeping their fingers crossed), it is ex- 
heavily disguised as a simon-pure radio _ pected that the fun will start when com- 
probe, but to many on Capitol Hill the mission members and subordinates begin 
FCC is the real villain in the piece to put into the committee record some of 
and, in truth, the commission may be so _ the interesting things they have been say- 
treated if, as, and when hearings get un- ing about each other unofficially for many 
der way. The reason for all the camou- months. Gossiping politicians, especially 
flage, of course, is that the administration of the Republican faith, are just dying 
forces have been sitting very tightly on to hear it all. They may have to post- 
the FCC lid hoping to keep any political pone their pleasure, however, because of 
fireworks under cover until Congress rumors of a gentleman’s agreement on 
gets out of town (which would mean Capitol Hill to keep the investigation out 
that the whole situation would be well of the headlines until the fall campaign 
in New Deal hands until the fall cam- is virtually finished. 
paign is out of the way). 

But there are a number of congres- 
sional critics of the political and personal LTHOUGH President Roosevelt’s plan 
rivalries within the commission, who for revamping the agencies of the 
were just as determined to smoke the government has gone a-glimmering for 
FCC stump just to see what will run out, the present, at least, there remains in the 
if anything. Under the circumstances, minds of many congressional members 
they will have to be satisfied with a back- the thought that this codrdination should 
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be effected by them. They argue that the 
present unwieldy set-up is too expensive 
for even the richest nation in the world, 
and that with taxes mounting heavily 
something must be done to consolidate 
bureaus and commissions to the end that 
the present rule of waste should give way 
to one of saving Mr. Taxpayer’s money. 
Congress feels it can do this job just as 
well as the Chief Executive. It is jealous 
of its rights. Since it passes appropria- 
tions and has members who are con- 
tinually studying the question, many 
members reason that they should not be 
placed in the position of a lot of school 
children and be forced to accept detailed 
guidance. 

There is, for instance, one agency (not 
the FCC, of course) which costs more 
than $1,000,000 a year and does little 
more than compile its annual report. This 
summary is read by only a comparatively 
few persons. About the first of April, 
every year, the executives in charge of 
the work look at the unspent balance on 
hand, find there will be some funds that 
could be returned to the Treasury, and 
then feverishly use up these by sending 
agents hither and yon to many parts of 
the United States and abroad so the un- 
used part of the appropriation will be 
spent before the last of June—end of the 
fiscal year, when unused appropriations 
lapse. It is a clear waste of the people’s 
money, and this goes on in many parts 
of the government. 

All members in Congress know of 
this condition. Few say anything about 
it. There may come a time when they 
will want help to get their own measures 
through. 

But the feeling is growing that a halt 
should be called to this spending splurge 
and the government headed the other 
way. Members realize that unless they 
make this effort, the opposition to the 
reorganization plan may be used as a 
kick-back at them by the White House. 


OX resolution aimed toward con- 
solidation of offices is that offered 
on April 20, 1938, by Representative Al- 
bert L. Bulwinkle (D., N. C.) . If the 
House Rules Committee thinks well of 
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the proposal, it will be reported out and, 
if passed, will direct Speaker Bankhead 
to name five members of the Committee 
on Interstate and Foreign Commerce as 
a select body to investigate agencies deal- 
ing with the transportation problem. 
The members of this special committee 
would report to Congress at the next ses- 
sion its findings and conclusions. 

But behind this lies the idea of look- 
ing into the feasibility of unifying all 
government bodies now supervising the 
(1) railroads, (2) motor busses, (3) 
water carriers, (4) air transportation, 
and (5) communications. A new cabinet 
officer to head the Department of Trans- 
portation and Communications would be 
named, says Mr. Bulwinkle. Under this 
proposed cabinet member would be five 
assistant secretaries, each in charge of 
one section. For instance, all the execu- 
tive and administrative duties now per- 
formed by the seven-man Federal Com- 
munications Commission would be placed 
in the hands of one assistant secretary. 

Then, apart from the cabinet officer 
and responsible to Congress alone, would 
be set up a division for legal review. This 
agency would decide all quasi legislative 
matters and make judicial findings, and 
its rulings would be final unless over- 
ruled by the courts. This Authority, says 
Mr. Bulwinkle, would be named by the 
President but would be removable only 
by Congress. Its judicial actions would 
not be subject to pre-review by anybody. 


A in some respects to this proposal 
is the bill to create a Civil Aeronau- 
tics Authority which may be at 
any time. This measure (H. R: 9738) 
would codrdinate under a single inde- 
pendent agency all functions of the gov- 
ernment having to do with civil aeronau- 
tics, and, in addition, would authorize this 
new agency to perform certain new regu- 
latory functions designed to stabilize air 
transportation in the United States. The 
report on the bill by the House Interstate 
and Foreign Commerce Committee said : 
It is the view of your committee that the 
functions of the Federal government relat- 
ing to transportation should be consolidated 
in a single agency as soon as possible. How- 
ever, it appears at this time that it is im- 
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possible to secure a proper codrdination of 
all-of the functions relating to civil aero- 
nautics in one agency otherwise than by re- 
organizing the Interstate Commerce Com- 
mission or by creating a new agency for that 
purpose. The Interstate Commerce Com- 
mission, the only available existing agency, 
would unquestionably be overburdened by 
undertaking the establishment, operation, 
and maintenance of all airways, air-naviga- 
tion facilities, and landing. areas, and safety 
regulation of both air-carrier operation and 
private flying, and the economic regulation 
of air-carrier regulation. Moreover, such 
functions, except for the latter, are entirely 
unlike any function now performed by that 
agency. 

Since the consolidation of all the trans- 


portation functions of the Federal govern-. 


ment in a single agency will require con- 
tinued study and since the aviation industry 
is desperately in need of this legislation at 
once, your committee recommends that an 
independent establishment be created to per- 
form the functions relating to aeronautics. 

In order to have a unified, efficient regula- 
tion of competing means of transportation 
the powers of such agency must be dis- 
tributed according to the different functions 
performed. We now have no such agency. 

This legislation has the approval of the 
aeronautical industry, the private flyers, and 
the executive departments which deal with 
civil aeronautics, i. e., the Departments of 
Commerce, Post Office, State, Navy, War, 
and Treasury. 


NACTMENT of this statute would 
withdraw orl, supervision from 
the Department of Commerce, economic 
control over air lines from the Post Office 
Department, and authority to fix rates 
from the Interstate Commerce Commis- 
sion. For one thing, it would abolish the 
present system of air-mail contracts and 
permit any carrier holding a certificate 
authorizing the carrying of mail to per- 
form those functions. 

Members of the proposed six-man 
Authority would be named by the Presi- 
dent, confirmed by the Senate, and re- 
movable only for cause. These officials 
would be empowered to (1) issue cer- 
tificates of convenience and necessity, 
(2) fix rates for carrying passengers, 
property, and mail, (3) regulate interre- 
lationships among air carriers and be- 
tween air carriers and other branches of 
the aeronautical industry, and (4) pro- 
mulgate all air traffic rules. Within the 
Authority, but appointed by the Presi- 
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dent, confirmed by the Senate, aid inde. 
pendent of the Authority, would be a 
Director of Safety to investigate acci- 
dents in air commerce which then would 
be reported to the Authority. A third 
office would be that of Administrator, ap- 
pointed and approved as the others, 
whose duties would be to establish air. 
ways and construct, operate, and main- 
tain air-navigation facilities and landing 
areas on such airways. The House com- 
mittee believes the creation of | this 
Authority not only will aid the industry 
by concentrating all governmental duties 
in one bureau but that it will materially 
lessen the present cost to the government 
of these duties now diversified among 
three agencies. 

A minority movement, led by Repre- 
sentative Carl E. Mapes (R., Mich.), 
sought to keep the rate-making authority 
in the Interstate Commerce Commission, 
but it was turned down by a vote of 72 
to 46. 

When and if the Department of 
Transportation and Communications is 
founded, this Aeronautical Authority can 
easily be made into one of its branches. 

An agreement has been reached by the 
House Interstate and Foreign Commerce 
Committee to take up at the next session 
of Congress the suggestions of President 
Roosevelt for a reorganization of the 
Interstate Commerce Commission and 
other agencies having to do with the 
regulation of common carriers. Mem- 
bers considered the time at this session 
too short to give the questions involved 
the thoroughness of study they deserve. 
Also of ruling importance was the fact 
that, with the biennial elections coming 
on, no concerted consideration of the 
problems is possible at the present session. 


* * * * 


Peers the Federal Communica- 
tions Commission’s policy of licens- 


ing radio broadcasters as an indirect gov- 
ernment censorship of free speech, David 
Sarnoff, president of the Radio Corpora- 
tion of America, drew an angry reply 


from Commissioner George Henry 
Payne, who charged Mr. Sarnoff’s as- 
sault is “evidence of the organized move- 
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nent of the radio monopoly to mould 
wublic opinion to its will” and control 
hereby both the industry and the com- 
nission. Mr. Sarnoff spoke at the lun- 

eon of the Town Hall of New York on 
April 29th and Mr. Payne replied in a 
wpeech before the National Academy of 
Broadcasting in Washington on May 3rd. 

One of Mr. Sarnoff’s principal points 

was that the commission wields a stick 
wer the heads of broadcasters by limit- 
ng licenses to six months instead of 
ree years, as is allowable under the 
aw. He declared valuable investment 
erefore rests on the whims of.a few 
ommissioners, and he resented the atti- 
de of some quarters of the government 
oward the profits made by the broad- 
casters. 

After taking a slap at Mr. Sarnoff as 
he head of the company that allowed the 
Mae West broadcast, and pointing to 
the large profits made recently by the 
sale of several stations, Mr. Payne said 
the industry is becoming negligent of the 
public interest and arrogant, “filling the 
air with trivial programs” and “condi- 
tioning the public to like these pro- 
grams.” He asserted “the rate of profit 
made by many broadcasters is far in 
excess of that earned by the American 
Telephone and Telegraph Company, by 
the U. S. Steel Corporation, or by any 
physician or lawyer. The business of the 
broadcaster is unique in that his main 
asset, almost his sole asset, is something 
that has been loaned to him by the gov- 
emmment without any charge whatever.” 
_ Antedating this exchange of criticism, 
itcan be said that there is within the com- 
mission a feeling that licenses are being 
granted for too short a period. If, and 
how soon, a change will come it is impos- 
sible to say. The movement for this 
hinges upon two actions by Congress. 
The Havana radio treaty, when adopted 
by the Senate which received it from 
the President on May 12th, will open 
up many new frequencies, and it is con- 
sidered best to delay the granting of 
licenses of one year or longer until after 
that treaty becomes effective. Other 
commissioners think a definite statement 
of the length of time a broadcasting sta- 
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tion can be shut off the air for infractions 
of the law should be inserted in the 
statutes before the change is made. At 
present, the commission is allowed 
either to revoke permanently a license at 
any time or refuse its renewal. But there 
is no penalty under what might be called 
“police power” for minor offenses.. The 
belief has been expressed that the 
statutes should permit a maximum sus- 
pension of five days each six months for 
violations. 

There will be a spirited opposition to 
any extension proposal. Lawyers will 
oppose the change, probably surrep- 
titiously among their friends in Congress, 
because the lengthening of licenses will 
mean a reduction in the year’s total 
amount of their fees. Some members of 
the FCC think it will weaken the com- 
mission’s hold over broadcasting agen- 
cies. They are almost united against the 
position of National Broadcasting Presi- 
dent Lenox R. Lohr that the license 
period should be extended to three years. 


* * * * 


HE Mackay Radio and Telegraph 

Company has carried to Congress 
its appeal from a ruling by the Federal 
Communications Commission denying it 
the right to establish communications 
with Oslo, Norway. President Luke Mc- 
Namee of the company, testifying before 
a Senate Interstate Commerce subcom- 
mittee on Senator Wheeler’s bill (S. 
3875) to encourage competition in direct 
radio communications, charged the com- 
mission with aiding the maintenance of a 
monopoly in the foreign field. He said 
the commission held it would be poor 
policy to permit two American com- 
panies to compete for a contract with a 
foreign country since that country might 
“play one company off against the other 
to the disadvantage of American business 
interests.” 

Opposing Mr. McNamee was Frank 
Wozencraft, general solicitor for RCA 
Communications, Inc., who stated the 
Mackay Company sought “competition 
for the sake of competition, whether it 
was economically valuable, efficient, or 
otherwise advisable.” 


MAY 26, 1938 





Financial News 


Business Turn Near? 


ESPITE the apparent revival of con- 
fidence indicated by the action of 
security markets in April—following de- 
feat of the reorganization bill and an- 
nouncement of the President’s new in- 
flation program—business news thus far 
has continued very disappointing, with 
little indication that inflation will “take” 
as it did in 1933. Weekly business in- 
dices such as the Times’ and Barron’s 
have resumed their downward trend, fol- 
lowing an earlier tendency to flatten out ; 
the Times’ index is now at the lowest 
level since September, 1934. The Dow- 
Jones index of commodity futures and 
Moody’s spot commodity price index 
have also dropped to lower levels after a 
moderate “inflation” upturn around mid- 
April. Sales of new automobiles proved 
disappointing in April, the gain over 
March being below seasonal proportions, 
with the result that production sched- 
ules are being revised downward and 
proposed radical changes in next fall’s 
new models abandoned. Even the build- 
ing industry, for which high hopes had 
been stimulated by Washington statistics 
of mortgage applications, has failed to 
measure up to expectations. 

These developments have occurred de- 
spite a gradual improvement in the 
political atmosphere and Congress’ mod- 
erate “turn to the right.” Disagreement 
of many business men with the adminis- 
tration’s monetary policy, and disap- 
pointment of others that that policy has 
not given commodity prices an immediate 
stimulus, probably account largely for 
the general let-down. 

In the writer’s opinion, however, there 
is no reason to assume that the down- 
ward spiral must inevitably continue. 
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and 
Comment 


By OWEN ELY 


While the administration, Congress, the 
CIO, and other “enemies” of business 
have been reluctant and dilatory in their 
concessions, nevertheless a more con- 
ciliatory tone is evident in Washington 
and there is little excuse for the policy 
of unrelenting pessimism displayed by 
business executives. As The New York 
Times remarks: 


The theory is abroad in Wall street that 
a revival of business confidence may. not bk 
far away. It is argued that the business man 
is tough (in the best sense of that word) 
and that the urge to make a profit is well- 
nigh irrepressible. Men accustom themselves 
to hazards and uncertainties, if only the va- 
riety of these uncertainties is not changed 
too often. If, as is being said, Washington 
is disposed to avoid innovations, there isa 
possibility that business men will find a way 
to expand their activities in spite of many 
elements in the politico-economic situation 
which have distressed them and which are 
not much changed. 


Based on past experience in bear mar- 
kets, June is the logical time of year fora 
turnabout in stock prices and business. 
It is hoped that the present year will 
prove no exception to the rule, but it may 
not occur unless business men, large and 
small, show more courage in planning for 
the future than they have recently indi- 
cated. The production and repair of du- 
rable goods such as homes, automobiles, 
and factory buildings form a large part 
of our modern economic activity. Ad- 
ministration “spending” can only pat- 
tially fill the vacuum created by the de- 
cision of business men to cut their main- 
tenance and expansion programs “to the 
bone.” It is up to the average business 
man, regardless of his continued distrust 
of government policies or his desire fur- 
ther to chasten labor and government 
leaders, to reconsider his future progral 


674 





FINANCIAL NEWS AND COMMENT 


with the idea of stimulating employment, 
restoring morale, and checking the dis- 
astrous decline in public buying power. 


* 


Utility Taxes Up $44,000,000 
in 1937 

HE tax bill of the private utility 
feet operating in the United 
States amounted in 1937 to $330,000,- 
000, an increase of $44,000,000 over 
1936, the Edison Electric Institute has 
reported in its annual statistical bulletin. 
Despite an increase of $114,000,000 in 
gross operating revenues, operating in- 
come of these companies rose only $5,- 
000,000, or 14 per cent, over the previous 
ear. 

The effects of increased operating 
costs and taxes offset gains in revenue, 
which in 1937 broke all records and ex- 
ceeded 1936 by 9.2 per cent. Taxes paid 
by the utility industry have increased 60 
per cent in the last five years. 

Fuel costs increased $20,000,000 over 
1936, wages and salaries were $25,000,- 
000 higher, and provisions for retire- 
ment, depreciation, and maintenance ad- 
vanced by $30,000,000. 


* 


Utility Stocks Lead Market 
Recovery 


TILITy stocks, while still at de- 
pressed levels compared with pre- 
vious years, have now recovered a sub- 
stantial part of their decline from the 
January highs, though industrial and 
rail stocks are still well below their earlier 
levels. SEC Commissioner Hanes’ op- 
timistic statement regarding codperation 
between the administration and private 
utilities, before the investment bankers’ 
group at Pittsburgh, resulted in a sharp 
advance in utility stocks on May 6th, 
with indications that the advance would 
continue unless some untoward develop- 
ment should check reviving confidence in 
this undervalued group. 
As indicating the character of this sud- 
den market interest, seven out of ten of 
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the most active stocks on May 6th were 
utilities — Consolidated Edison, United 
Corporation, North American, Electric 
Power & Light, Commonwealth & South- 
ern, Engineers Public Service, and 
American Power & Light. Hi 

utility bonds also continued their up- 
swing, registering a 1938 high for the 
Dow-Jones average of 104.18 compared 
with 103.30 a yéar earlier. 

Wall street may have placed too op- 
timistic an interpretation on Mr. Hanes’ 
remarks, as they were assumed to imply 
an early settlement of the TVA difficul- 
ties. However, there is little doubt that 
utility earnings (with a few exceptions) 
are making a far better current showing 
than those of most other industries ; and 
hence utility stocks, regardless of any 
rapprochement with the administration, 
are entitled to make a stronger showing 
than many other stock groups. 


* 


Plans for Utility Financing 
Revived 


if gon success of the Consolidated Edi- 
son and General Foods financing 
has encouraged investment bankers and 
utility executives to attempt a more ac- 
tive program of refunding operations 
than anticipated earlier this year. Among 
the proposed issues are $15,000,000 De- 
troit Edison financing, $35,000,000 
Toledo Edison Company bonds, $16,- 
000,000 Indiana & Michigan Electric 
bonds, and $73,000,000 Commonwealth 
Edison bonds ($33,000,000 first mort- 
gage and $40,000,000 convertible deben- 
tures). Puget Sound Power & Light 
Company (subsidiary of Engineers Pub- 
lic Service Company) has filed $7,000,- 
000 first and refunding 6s of 1950 with 
the SEC, Ohio Power Co. is said to be 
planning a refunding operation. Smaller 
financial changes include the following: 
New York State Electric & Gas Cor- 
poration is issuing to the Chase National 
Bank a $2,000,000 4 per cent serial note. 
Kansas Electric Power Company, a sub- 
sidiary of Middle West Corporation, 
poses sale of $1,000,000 first mo 
34s to an insurance company and 7; 
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shares of common stock to Middle West, 
proceeds being used to complete a gen- 
erating station. Central Maine Power 
Company and Public Service of New 
Hampshire, subsidiaries of New England 
Public Service Company, propose $1,- 
000,000 and $750,000 bond issues, re- 
spectively, together with common stock 
financing through the parent company. 
The bonds will be sold to insurance com- 
panies and the proceeds used to reduce 
bank loans. 


* 


SEC Eases Rules 


= SEC has adopted a new rule 
permitting utility holding compa- 
nies to invest free surplus funds in a 
diversified list of securities. This should 
help to promote the program of simpli- 
fication and integration envisaged by the 
Public Utility Holding Company Act of 
1935, for if some of the quasi holding 
companies take advantage of the liberal- 
ized provisions they should eventually 
revert to investing companies. 

The new rule, entitled 9C-4, permits a 
registered holding company or subsidiary 
to apply to the SEC for approval of an 
investment program, thereby giving the 
applicant power to purchase securities in 
accordance with the program free from 
all other requirements under §9. 

If the proposed program is to include 
any purchase of securities of a registered 
holding company or of any public utility 
company, the applicant must specify the 
name of such company and the maxi- 
mum amount of each class of the securi- 
ties of that company which it may choose 
to include in its investment program. The 
principal limitation of the new rules is 
that purchases must be limited to amounts 
which would not result in any further 
concentration of control. 

The investment program is, however, 
limited to the use of funds not required 
for working capital, debt retirement, etc. 
The program should exclude 

1. Securities issued by any company 
in the same holding company system as 
the applicant. 

2. Securities issued by any company 
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which would be, after the acquisition by 
the applicant, in the same holding con. 
pany system as the applicant. 

3. Securities issued by a company in 
which the applicant has, or will hay 
after the acquisition, 5 per cent or mor 
of the outstanding voting securities, 

4. Securities of an investment com. 
pany or for any investment trust. 

5. No security which is not readily 
marketable. 

In compliance with the request by 
President Roosevelt to consider simpli- 
fication of regulations and expedite new 
financing, particularly for small compe- 
nies, the SEC has announced modific- 
tion of its requirements for registration 
of securities under the Securities Act of 
1933. The liberalized rules apply only to 
established concerns with total assets un- 
der $5,000,000 which have shown a profit 
in at least one of the past five years— 
thus ruling out promotional enterprises. 
A special unit was set up by the SEC to 
aid such registrants. An audited state 
ment will be required only for the last of 
the three years for which figures are re- 
quired, and historical information may 
also be curtailed. 


> 


New York City to Raze 
Elevated Lines? 


N*s York city has offered to buy the 
Sixth Avenue Elevated (for raz- 
ing) at a price of $12,500,000 of which 
$3,874,475 would be paid in cash, with 
back taxes covering the balance. Real 
estate experts hold that over a 10-year 
period following demolition, real estate 
values on Sixth avenue should increase 
by $275,000,000, which presumably will 
more than compensate the city through 
increased tax collections. The agreement 
must run the gauntlet of the Federal 
courts, the transit commission, and the 
Board of Estimate, but it seems 

agreed that the proposal represents 4 
happy solution of at least a portion of the 
city’s traction problems. Manhattan Rail- 
way Company recently filed under 7B, 
the parent Interborough Company hav- 
ing filed some time ago. The city had 
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weakened the bargaining position of the 
Manhattan bondholders by posting the 
tax liens for sale, and preliminary moves 
by the company to obtain an RFC loan 
met with little success. 

Samuel Untermyer has prepared a 
proposed constitutional amendment for 
consideration by the state constitutional 
convention, to permit New York city to 
issue bonds for the purchase of the 
transit systems without regard to the city 
debt limit, which has been a handicap in 
recent years. Mr. Untermyer represented 
the city in earlier unification plans, be- 
ing succeeded by Messrs. Seabury and 
Berle in last year’s negotiations. 

New York city has advertised for pub- 
lic sale its $5,310,000 tax liens held 
against street car companies controlled 
by a B.-M.-T. subsidiary. The unpaid 
taxes cover the period 1893-1924, plus 
interest, and presumably the revival of 
this antiquated issue again reflects the 
mayor’s desire to put the local tractions 
“on the spot” and force better unification 
terms. 

* 
Status of Standard Gas under the 
Utility Act 

HE reorganization plan of Standard 

Gas & Electric Company was ap- 
proved by Federal Judge Nields on 
March Sth and will probably be con- 
summated in the near future. However, 
the plan does not substantially affect the 
character of the system set-up and a con- 
siderable revamping of subholding com- 
panies and regrouping of territorial in- 
terests may ultimately prove necessary to 
bring the system into harmony with the 
Public Utility Holding Company Act. 

Standard Power & Light Corporation 
(now top holding company) owns 40,- 
751 shares of prior preference stock and 
1,160,000 shares (a majority) of com- 
mon stock of Standard Gas & Electric 
Company. The $24,000,000 debenture 
bonds have been assumed by Standard 
Gas and under the reorganization plan 
will be exchangeable for Standard Gas 
bonds, so that the 34,054 shares of $7 
preferred stock are now the senior secur- 
ty. The preferred stock is currently 
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quoted on the New York Curb at 8-21 de- 
spite an estimated current liquidating 
value (based on quotations for Standard 
Gas stocks) some eight or ten timeslarger. 
In 1933 Standard Power & Light ex- 
changed some of its own preferred stock 
for that of Standard Gas & Electric 
prior preference. If such an offer were 
renewed, with resulting cancellation of 
the preferred, the large equity in Stand- 
ard Gas common (plus cash and other 
assets) would be available for distribu- 
tion to holders of Standard Power com- 
mon stocks, currently selling around } 
as compared with 3} for Standard Gas. 
It would seem a relatively easy matter 
to liquidate Standard Power & Light 
Company whenever stockholders wish to 
do so, although it may be necessary to 
await settlement of the Delevan litiga- 
tion in which the company is involved. 
Disregarding Standard Power & 
Light, Standard Gas & Electric Company 
is in effect the top holding company for 
this utility system with assets approach- 
ing the billion dollar class. It controls a 
large number of operating companies, in 
many cases through intermediate hold- 
ing or operating companies. In one or two 
cases these corporate relations descend 
by as many as five stages before the 
“lowest” company is reached. One ex- 
ample is the following (percentages in- 
dicate extent of voting control) : 
Standard Gas & Electric owns 40% of 
Northern States Power (Del.), 100% of 
Northern States Power (Minn.), 100% of 
Minneapolis General Electric, 100% of 
St. Croix Falls, Wis., Improvement, 


100% of 
Western Wisconsin Power Co. 


In extenuation of these relationships, 
several facts may be mentioned. The set- 
up was not, in the writer’s opinion, due to 
any desire to obtain and exploit a bare 
majority control of each company. The 
two lowest companies in the list are very 
small and unimportant. The reason for 
the two Northern States Power compa- 
nies was probably the double liability for 
common stocks in Minnesota. Minne- 
apolis General Electric has served the 
municipality about fifty years or more 
and has valuable franchise rights. It was 
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necessary to form the Wisconsin sub- 
sidiary, it is understood, because “for- 
eign” companies cannot operate utilities 
in that state. : 


IKE other large utility organizations, 
the management has been attempt- 
ing to weed out obsolete corporate rela- 
tionships, but the process is necessarily 
slow and has been delayed by Standard 
Gas & Electric’s being under the jurisdic- 
tion of a Federal court since the end of 
1935. The fact that the great majority of 
subsidiaries are fully controlled should 
simplify the future task of realigning the 
system. 

Geographically, Standard Gas seems 
somewhat vulnerable under the “death 
sentence.” Electricity is served to such 
widely separated cities as Pittsburgh, 
Minneapolis and St. Paul, Louisville, 
Oklahoma City, San Diego, Pueblo, Osh- 
kosh, Fargo (North Dakota), and Cas- 
per (Wyoming). About two-thirds of 
total revenue is from electricity, 18 per 
cent from gas, 14 per cent from trans- 
portation, and one per cent from steam, 
water, ice, and oil services (not including 
the important Deep Rock Oil. Corpora- 
tion, now in reorganization). The prin- 
cipal operating systems in the Standard 
Gas system are 

Per Cent 
Interest 

California-Oregon Power Company 56 
Deep Rock Oil & Refining Company 100 
Empresa de Servicios Publicos de los 

Estados Mexicanos, S. A. ........ 100 
Louisville Gas & Electric Company 94 
Market Street Railway Company .. 40* 


Mountain States Power Company .. 45* 
Northern States Power Company - 


53 

Philadelphia Company 97 
San Diego Consolidated Gas & Elec- 

tric Co. 61 

Southern Colorado Power Company.. 64 

Wisconsin Public Service Corporation 100 


*Not included in consolidated financial 
statements. 


It may prove necessary eventually to 
break up the control of these systems 
into five or six geographical groups. 
Thus, California Oregon Power Com- 
pany, Market Street Railway Company, 
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San Diego Consolidated Gas & Electri. 
Company, and Mountain States Powe 
Company might compose one grow 
Southern Colorado Power Company a 
other; Louisville Gas & Electric Com 
pany, and Oklahoma Gas & Electric 
Company, a third; Northern State 
Power Company (after eliminating thy 
Delaware holding company) might le 
affiliated with Wisconsin Public Seryj 
Corporation; and the important Ph 
delphia Company would constitute 
separate eastern group. Minor question: 
would still remain, but this will serve tp 
outline the geographical problem. 


5 


Corporation Notes 
He & Manhattan Railroad h. 
avoided a strike of trainmen by 
last-minute concession on wages, detz 
of which are being settled by a joint com 
mittee. 


Lt VICE 


Cities Service stockholders ratified the 
company’s proposal to reduce 37,804,39 
shares of common stock to 3,745,567. Ps 
value of the new stock was fixed at $10 
instead of the former no par value, but 
stated value in the balance sheet was 
duced from $187,278,350 to $37,455,670 
the reduction being used to write dow 
certain assets. 


Standard Gas & Electric Company has 
announced a $33,979,000 construction 
renewal, and replacement program fo 
1938, approximately the same as in 1937. 


President Zimmermann has assured 
stockholders of United Gas Improv 
ment Company that “if nothing unfc 


seen happens” the company will be able 


to continue its present $1 dividend 


throughout the current year. While he 


pointed out that a reduction in the di 
dend rate on Public Service Corporatio 


of New Jersey from $2.40 to $2 (thé 


possibility of which was recently ind 
cated by President McCarter) would 
duce the earnings of U. G. I. by about 
$900,000, he indicated that this los 
only about 4 cents a share—could 
made up from surplus if necessary. 
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What Others Think 


A Nonexpansion Policy and 
The Electric Industry 


W: have had a number of new the- 
ories of political economy brooded 
and hatched by the last depression, which 
challenge the attention of the utilities. 
One of these is the theory which calls 
into question our very basic principle of 
capital investment for the expansion of 
national productive capacity. This theory 
is set forth by an able exponent, the 
Reverend Msgr. John A. Ryan, of Catho- 
lic University, in an address reprinted in 
the Congressional Record by Representa- 
tive Kopplemann of Connecticut. 

Msgr. Ryan’s nonexpansion theory 
concerns the electrical industry princi- 
pally because it is one of the industries 
which is expressly exempted. In a word, 
Msgr. Ryan says that America, generally 
speaking, does not need further plant ex- 
pansion. He would have us embrace a 
policy of industrial birth control. We 
have enough banks, more than enough 
railroads, more than enough factories. 
The surplus produced by those we now 
have plague us into periodic depressions. 
But electricity and housing, says Msgr. 
Ryan, are two exceptions. These two can 
and should continue to absorb more in- 
vestment without risking the danger of 
“overproduction, overexpansion, and 
reckless speculation.” Msgr. Ryan 
stated : 

Apparently there are only two fields that 
could profitably absorb more investment. 
These are the electric power industry and 
housing. If the utilities reduced their ges 
to a fair level they would undoubtedly be 
justified in expanding their plants and equip- 
ment. If private capital were so organi 
as to build houses on a large scale it might 
be justified in expending $4,000,000,000 there 
in the next two years. 

Down to the beginning of the great de- 

ression investors and business men general- 

y pr ed on the theory that if goods are 

produced they will somehow get sold; that 

the instruments of production can be profit- 
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ably expanded indefinitely ; and that no sys. 
tematic measures need be adopted to provide 
consumers with sufficient purchasing power 
to buy the goods. In their adherence to this 
naive theory the business men were aided 
and abetted by the majority of economists. 
As examples, I would cite the names of Jean 
B. Say, David Ricardo, and John Stuart Mill 
in the first half of the last century, and J. 
Lawrence Laughlin and Alvin H. Hansen 
in the present decade. As a consequence of 
this stupid misreading of the facts, our pro- 
ductive capacity became so overexpanded 
that our productive plant was 20 per cent 
idle in our year of greatest Pm ese 1923, 
and for several years immediately preceding. 
During this period we had an average of be- 
tween two and three million unemployed per- 
sons. Nor is this the whole story. In 192 
Americans saved some $15,000,000,000, but 
they were unable to find a place for more 
than five billions in new instruments of pro- 
duction and in mortgages. The other ten bil- 
lions were wasted in various forms of unpro- 
ductive cing and in various kinds of 
speculation. The foregoing statements are 
taken from the volumes published within the 
last few years on income and economic prog- 
ress by the Brookings Institution. The rea- 
son why only five of the fifteen billion dollars 
of savings found productive investment in 
1929 was the obvious fact that the products 
of additional capital instruments could not 
be profitably sold. 


£ necessarily follows that Msgr. Ryan 
takes no stock in the plea of business 
that it could go forward if the govern- 
ment would not hold it back with punitive 
reforms. He believes that the current re- 
cession was caused not by the lack of con- 
fidence, nor by excessive taxation, but by 
the relapse which followed the temporary 
spurt in business activity stimulated by 
such Federal spending as the soldiers 
bonus distribution and WPA relief. The 
result, he says, was inevitable. 

an was Seite Soe “s the chronic 

ce) on Savi 

This on has existed for the last 

fifty years, but it has greatly increased sinct 
the beginning of the present century. In the 
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volume of America’s Capacity to Consume, 

the Brookings | Institution attributes the re- 
cent increase in the rate of saving to the 

notable increase in the national income which 
has enabled the population to save more, and 
particularly to the relative increase in the 
incomes of the upper classes. Too much of 
the national income or national product is 
saved and too little is consumed. Too much 
goes to capital and too little to labor and the 
farmers. Three-fifths of the savings in 1929 
were made by that 10 on cent of the $080 0! 
tion having incomes of over 
course, almost all the savings of Te 10 per 
cent came out of interest and dividends. If 
the members of this group had received con- 
siderably less interest and dividends, the 
total savings of the country would have been 
smaller, the excessive capacity for produc- 
tion would have been lower, the incomes of 
the wage earners would have been higher, 
and their volume of purchases larger. Thus 
more business would have been done, a 
smaller productive plant would have been op- 
erated more nearly at full capacity, and there 
would have been less unemployment. Be- 
cause these changes were not made, the re- 
covery from the great depression was slow 
and was constantly subject to setbacks. The 
present decline is the accumulated effect of 
the unbalanced distribution of income and 
purchasing power. 

The remedy is obvious. For the safety of 
our industrial system, for the sake of con- 
tinuous operation of our industrial plant, if 
not for the sake of our underpaid and un- 
employed, we must bring about a better dis- 
tribution of purchasing power and a better 
distribution of the national income as be- 
tween capital and labor. 


scr. Ryan’s remedy for this situa- 
tion brought on by false spending 
would be to raise labor’s share in the na- 


tional income. In 1929, he said, labor 
received 65.5 per cent, and in 1936, 66.5 
per cent, with 3.3 per cent of the latter 
coming from the government in the form 
of work relief. Msgr. Ryan would raise 
labor’s share to somewhere between 70 
and 75 per cent, with a corresponding 
diminution in capital’s share of the na- 
tional income. 

And how is this to be accomplished ? 
The answer should sound familiar to the 
utilities. First, higher wages effected 
through a combination of organized 
union pressure, Federal wage regulation, 
and “voluntary action by social-minded 
employers.” Rates of interest must be 
reduced through “prudent refinancing,” 
possibly with the assistance of the RFC. 
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Finally, we must eliminate “monopoly 
profits” and have “government competi- 
tion with concerns that cannot be curbed 
by regulation.” 

Thomas F. Woodlock, former Inter- 
state Commerce Commission member, 
writing in The Wall Street Journal, 
makes the following interesting comment 
on Msgr. Ryan’s proposal: 


Granting the logic in the scheme, one may 
wonder whether its advocates have fully 
thought out the consequences of its applica- 
tion and are ready to accept them. The busi- 
ness cycle is the price which the country has 
paid for the living standard which its em- 
ployed workers have as and enjoy to- 
day as compared with workers in other coun- 
tries. That standard has resulted from the 
highly dynamic process of trial and error 

ich has characterized American industry 
ie at least two generations. The “trials 
have raised the standard, and the “errors” 
have been paid for by the capitalists who 
made them and by the workers who were 
temporarily unemployed in the ressions. 
We would not have the standard without the 
trials; without the trials we would not have 
the errors. Putting it in another way, if we 
replace the dynamic process of past pat creed 
tions by a static process it is not easily - 
ceivable that we can continue to improve the 
standard in anything like the former degree 
—if we can improve it at all. As a matter 
of fact it is extremely improbable that we 
can continue to maintain it at its present 
level. 

Perhaps the price of, plain living i is none 
too high to pay for “security.” Perhaps, 
even, high thinking might come with plain 
living—who knows? But have we considered 
the matter of price—and are we to 
pay it? Nothing in the discussion, so far, in- 
dicates that we have, much less that we are. 





Aside from the merits of these two 
conflicting viewpoints, it should interest 
the electrical industry to know that Msgr. 
Ryan, who has long been prominently 
identified with the movement for public 
ownership of public utilities, still thinks 
that the power business is one of the 
two remaining major American enter- 
prises wherein new capital is needed and 
can be gainfully employed. 

—T. R. P. 


Tue Present Bustness Recession. Address 
of Rt. Rev. John A. Ryan reprinted in Con- 
gressional Record. January oe 1938. 


THINKING It Over. By Thomas F. Woodlock. 
The Wall Street lourudk Merch 21, 1938. 
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REA Grows More Realistic 


FTER inducing numerous farmers to 
form rural power codperatives to 
which have been loaned millions of dol- 
lars of Federal funds, the Rural Elec- 
trification Authority’s active promotion 
of these projects seems to have discov- 
ered that the basic financing plan needs 
some overhauling. At any rate, it is sup- 
posed that REA at least tacitly approves 
a recent bill introduced in Congress by 
Senator Van Nuys (D.) of Indiana to 
amend the Rural Electrification Act. 
Speaking on his bill, Senator Van Nuys 
stated : 

My information is that the loans to In- 
diana electric coOperatives average approxi- 
mately $300 for each customer signed up. 
The interest rate is 2.7 per cent and the loans 
must be repaid in twenty years, which means 
roughly 5 per cent for amortization. Three 
per cent depreciation is the government 
stipulation. That brings the fixed charges to 
approximately 10 per cent, or $30 for each 
customer served. In turn that figures $2.50 
a month as the fixed cost in the farmer’s 
electric bill. In addition to this $2.50 a 
month, the subscriber must pay enough to 
cover the operating cost, bookkeeping, in- 
surance, other administrative charges, and 
the cost of the electric current. Because, 
after a searching investigation of the situa- 
tion, I believe that this estimated $2.50 a 
month for fixed charges may prove a barrier 
to successful operation, I, therefore, am 
asking in my proposed amendment that the 
farmer be given thirty years instead of 
twenty years to repay the loans. 


HE Senator apparently slipped up in 
his recollection of the loan term au- 
thorized by the present act, which is 
twenty-five rather than twenty years 
(which would mean a corresponding ad- 
justment in the interest figures). How- 
éver, the general idea seems to be to 
rescue the farmers from burdens of 
rural electrification loans which might be 
lightened over a longer span of years. 
The Indianapolis (Ind.) News stated 
editorially on the Van Nuys bill: 

As an emergency measure to reduce the 
demand charge, thus encouraging more 
farmers to take the service, the Van Nuys 
plan is worthy of encouragement. But it 
should not be regarded as solving the prob- 
lem. As experts have a out, the dis- 
tribution systems probably will not last 


thirty years. Since the REA has set 
fund for emergencies, such as sleet 
that might wreck poles and lines, 
ability is that the systems will 
replaced long before they are paid 
probability is that farmers never 


nomic possibility. They can have this sery. 
ice only with a heavy government subsidy, 
which means, of course, that the taxpayers 

= help them to pay their electric power 
ills. 


Then also there is the fear expressed 
in some quarters that, for political rea- 
sons, these loans may never be paid back 
by the farmers, at least in their entirety, 
and that as the first step in this direction 
of outright Federal subsidy in the exten- 
sion of loan terms, there will come in- 
terim moratoriums, and so forth, as hap- 
pened in the case of some of the earlier 
western irrigation projects which were 
supposed to be self-liquidating. 


ROM another angle, there is evidence 

that REA is growing more realistic 
in its approach toward the problem of 
making rural electrification a going busi- 
ness. This can be seen in the recent ef- 
forts made by REA in the direction of 
electric load building. Commenting on 
this editorially as early as last fall, Elec- 
trical World stated: 


... REA is placing in operation six “field- 
utilization units” to sponsor “load buildi 
on REA rural lines in some 38 states. A 
crew consisting of a utilization representa- 
tive, an agricultural electrification specialist, 
and a home electrification specialist will 
work anywhere from three to seven states 
operating from the time REA funds are al- 
lotted until the REA loan is repaid 

The step is perfectly logical, and consid- 
ering results apparently is urgently neces- 
sary. But more than that, again the gov- 
ernment is tearing a leaf out of the utility 
industry book. Even a plan book—a port- 
folio on first steps in load building—has been 
prepared, and again the question is raised as 
to whether the service companies in the util- 
ity industry were and are performing rep- 
rehensible duties after all when the govern- 
ment itself now patterns its organization 
along the same lines. : 

The operating policies adopted by utility 
companies in construction, operation, and 
load building are no mere whimsy. 
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Washington Post 


LABORATORY HINTS 


have come from years of bedrock experience 
with the stubborn facts faced by utility man- 
agement. Nowhere has the best solution of 
a management problem been more difficult 
to find than in the riddle of rural service. 


The Electrical W orld went on to state 
that perhaps out of such experiences the 
Federal government may come to “a new 


understanding of the practical limits 
which at present circumscribe rural elec- 
trification.” 


are point of view was expressed 
in an appeal to public agencies to 
view rural electrification as a matter of 
farm building, rather than a matter of 
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line and load building, sounded by 
George W. Kable, editor of Electricit 
on-the-Farm. Specifically, Mr. Kable’s 
contention is that the public acts under 
which the Rural Electrification Admin- 
istration operates overemphasize line 
building, and use public funds to benefit 
a comparatively small number of farm- 
ers, at the expense of possible rural elec- 
trification research and extension work 
which could promote rural electrification 
on a sounder basis with benefit to a 
much larger number of farmers. He also 
maintains that the U. S. Department of 
Agriculture, which has facilities for the 
administration and conduct of research 
and extension work, should logically 
have the responsibility and administra- 
tion of funds provided for this work be- 
cause the major problem therein is agri- 
cultural. 

Commenting editorially on Mr. 
Kable’s contention, Agricultural Engi- 
neering stated: 

Without presuming authority on the pub- 
lic policy problem as to what should be done 
about it, we are inclined to agree with Mr. 
Kable that, technically, rural electrification 
is largely an agricultural problem, It is the 
problem of using electricity as a tool to im- 
prove farm living and the farmers’ eco- 
nomic service of production. When the ma- 
jority of those farmers who already have 
electric service available can be shown the 
methods and economy of utilizing it fully, 
and when it has become part and parcel of 
their life and work, rather than an a 
pendage, kilowatt-hour consumption will 
greatly increased, and lower equipment 
costs, lower rates, and more lines can 
justified, and more individual units will 
come into use beyond the reach of power 


es. 
Just enough farmers are making exten- 
sive profitable use of electricity to show that 
the majority of others having current, 
having been subjected to the same load- 
building salesmanship, still lack some in- 


class. They need the help which 

and genuine educational effort can gi 
start them using electricity profitably, 
only as an improvement on the kerosene 
lamp, but in all of their operations where 
light, power, heat, or other effects of elec- 
tricity might be used to save labor, reduce 
waste, improve the product, reduce hazards, 
improve working conditions, or otherwise 
increase their capacity to produce salable 
goods or services. 

Many possible applications have proven 
practical under certain circumstances. The 
limits of their practicability need to be de- 
fined and made general farm knowledge. 
Additional applications should be developed 
to meet agricultural needs. Agricultural and 
business principles of the farm use of elec- 
tricity need to be worked out and clear 
worded. Rural electrification crosses 
branches of agricultural science, and finds 
usefulness in most types of farming and 
farm operations. 


In other words, in the opinion of 
Agricultural Engineering, the bottle-neck 
in rural electrification is not in any lack 
of technical mastery of technical phe- 
nomenon, nor in any industrial reluc- 
tance to provide the means of generation 
or distribution to points where usage will 
justify cost. It is in engineering the ap- 
plication of rural electrification to mod- 
ern functional agriculture. In other 
words, agriculture itself is the bottle- 
neck which requires that rural electrifica- 
tion should be applied towards engineer- 
ing electrical power into an integral place 
in farm life and farm work. 

—T.R. P. 
REA Frinancinc. Editorial. Indianapolis 
News. March 18, 1938. 


REA Turns Its Eves towarp Loap Burp- 
= Editorial. Electrical World. October 23, 


Tue Borrteneck 1n Rurat ELECTRIFICATION. 
Editorial. Agricultural Engineering. Jan- 
uary, 1938. 





Empire State Report on Regulation 


geome out that it supervises 863 
corporations, municipalities, and in- 
dividuals serving 12,000,000 people with 
$7,000,000,000 of utility business, the re- 
port of the public service commission of 
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New York state for 1937 was received 
with interest by utility circles. Basing an 
editorial on the value of the volume, the 
Rochester Times-Union says it is “not a 
dry-as-dust compilation. Every word is 
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interesting, important, and affects the 

etbooks and lives and safety of New 
York’s residents. Yet it is safe to say 
that it will receive scant attention except 
from public utility executives and at- 
torneys.”” 

For one thing, the report says the trend 
of gas and electric corporations to 
simplify their corporate structures be- 
came more marked in 1937. The com- 
mission again says it is strongly against 
pyramiding into holding companies with- 
out any physical property other than that 
indirectly controlled through ownership 
of stock of operating companies, and 
that there are really few instances where 
this is necessary. 

Of refunding corporate obligations, it 
declares that in the three years just com- 
pleted the commission has approved 
almost $1,000,000,000 in new bonds 
averaging from 3} to 4 per cent interest 
charges which replaced previous is- 
sues ranging from 44 to 6 per cent. When 
old issues are retired, all the unamortized 
debt discount and expenses must also be 
retired. This is not the rule in all states, 
says the report, but has been found to be 
acceptable to the corporations under its 
jurisdiction. The commission has cut 
costs of underwriting from 5 per cent to 
2 per cent and has ruled that under- 
writers shall not shift to the issuing com- 
pany any costs of the underwriting. 

The commission says it hopes to have 
ready before long, in the cases of a large 
number of companies, complete facts on 
the original cost of properties used and 
useful in the public service. This will aid 
it in fixing temporary and permanent 
rates. The report also says that account- 
ing systems have been unified for a ma- 
jority of the electric, gas, water, and 
steam companies. 


ages instances where it.claims legis- 
lation is needed are described by the 
commission. Governor Herbert H. Leh- 
man and the public service commission- 
ers want the “yardstick” system used in 
limiting rates charged by municipalities 
to the actual cost of rendering services, 
so that consumers will not be unfairly 
burdened with extra costs. Another law 
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to force submetering companies under 
the jurisdiction of the commission is 
asked. That body likewise seeks author- 
ity to fix methods of accounting for de- 
preciation, for determining whether de- 
preciation reserves are adequate, and, if 
not, how such inadequacy shall be 
remedied. It also seeks a law forcing 
utilities to give any customer the lowest 
possible rate applied to his service, and a 
statute is asked requiring the filing and 
approval of all contracts, especially 
where they are between concerns having 
interlocking directorates. 

The commission wants a law 
altering the present statute allowing it to 
charge one per cent of the operating 
revenue for investigations and valua- 
tions of companies to one for 1} per 
cent of operating expenses over a 3-year 
period, saying its proposal would cover 
costs in cases involving small companies 
which at present cannot be fully investi- 
gated. 

Other changes in the state law re- 
quested would make uniform the keep- 
ing of a single set of books by companies, 
and one to make all rates effective thirty 
days after filing unless objection in any 
instance is raised. 

During the year, new rates for gas, 
electricity, telephone, water, and steam 
were issued whereby $10,866,000. was 
saved consumers, and refunds from 
previous years of $2,235,000, tied up in 
litigation, were repaid the users of these 
utilities. Further improvement in rate 
structures is reported to have been made, 
and the commission is now seeking uni- 
form rates in adjacent or similar terri- 
tories. Many municipal electric plants 
are reported to have cut their charges 
for the first time in many years. 


GENERAL housecleaning of the capi- 

tal and corporate affairs of several 
companies is said to have resulted from, 
utility mergers in the past two and one- 
half years. Forty-one companies have 
been brought together into five large and 
two smaller concerns, the larger ones 
being Consolidated Edison, Central New 
York Power, Buffalo Niagara Electric, 
New York State Electric & Gas, and 
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WEAN THE CALF AND GET MORE MILK 


Long Island Lighting. More than $86,- 

,000 was written out of the fixed 
capital of the combined companies, of 
which sum $70,000,000 was from the 
Consolidated Edison System alone. It is 
estimated that an annual saving to con- 
sumers of $7,500,000 has resulted from 
these consolidations. But before this 
union of divergent interests is allowed, 
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the companies must show that consoli- 
dations will favorably effect economies 
in operation, improve the service, extend 
power facilities of the stronger to the 
weaker units in the propo stems, 
simplify rate schedules and reductions 
wherever feasible, eliminate intermediate 
companies, simplify security structures, 
and increase facilities for financing com- 
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pany requirements. Complete details of 
each merger permitted or disallowed are 
given in this 1937 report. 

In 1937 the commission authorized 
$258,654,237 in securities for the utilities 
within its jurisdiction, bringing up to 
$933,259,400 the total of its authoriza- 
tions during the past three years. These 
involved refinancing of company obliga- 
tions in connection with mergers, con- 
solidations, and acquisition of property, 
as well as redemption of securities and 
refunding at lower interest rates new is- 
sues for construction and other capital 
purposes. 

The commission considered 92 appli- 
cations for new capital, of which 73 were 
approved and 19 denied. Nearly $100,- 
000,000 in loans was allowed to be re- 
funded so that companies could take ad- 
vantage of cheaper money rates. 

It is pointed out that 53 per cent, or 
87,000 of the farms in New York state 
are now electrified, and that 20,000 new 
customers were added in 1937. This is 
the first time that more than half the 
farms in the Empire State have had 
electricity. 


HE report gives voluminous details 

as to the railway, omnibus, and 
traction problems and conditions in New 
York state. The car loadings, as an in- 
stance, were larger by 54 per cent (37,- 
992,928) than m 1936 and were the 
greatest volume in any year since 1930. 
Traction losses in business continue, as 
they steadily have been recording losses 
since 1927, 

Relative to litigation and court deci- 
sions, the report proudly proclaims that 
during the year the commission was up- 
held on all important matters contested 
by the utilities in the state courts. It 
points to the fact that the public service 
commission was upheld in the matter of 
the straight-line method of depreciation 
accounting in the valuation of company 
property in rate and other p 1 
The report reviews in detail the litigation 
in both Federal and state courts, and is 
exhaustive in presenting special features 
of many decisions. 

—T. R. P. 


ANNUAL Report of The Department of Pub- 
lic Service, New York Public Service Com- 
mission, for 1937. Albany, N. Y. 1938. 
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Light Plant Bid Offered 


She Tennessee Valley Authority and the 
city of Knoxville on May 12th offered $7,- 
500,000:for the electric properties of the Ten- 
nessee Public Service Company. The bid was 
sent to Paul B. Sawyer, president of the Na- 
tional Power and Light Company, intermediate 
holding company for the Tennessee Public 
Service, which serves Knoxville and vicinity. 
National Power and Light’s directors were 
given until May 18th to act on the offer. 

The joint offer, approved by TVA’s direc- 
tors, did not include the company’s Waterville- 
Kingsport transmission line and the transporta- 
tion system serving Knoxville. Neither did it 
include any of the Tennessee Public Service 
Company’s cash reserves, capital, or accounts 
receivable. 

The offer was about $1,500,000 more than the 
TVA agreed to pay for the properties in 
1934, when Tennessee Public Service and the 
TVA entered into a contract for the sale but 
litigation blocked the deal. Mayor Mynatt of 
Knoxville said “conditions have changed a 
great deal since then. A lot has happened in 
four years.” 

Under the arrangement agreed upon, the 
city would buy the properties inside Knox 
county and the TVA would purchase those 
outside the county. Negotiations between the 
city and TVA and the National Power and 
Light have been carried on for several months 
while the city continued with the construction 
of the first unit in a municipal system. 


Utilities Bid for Peace 


Beige signs of peace in the long drawn 
out holding company controversy be- 
tween the Federal government and the private 
utilities appeared on May 10th when it was 
disclosed that five of the nation’s leading util- 
ity holding company executives, in conjunction 
with fourteen of the largest utility holding 
companies, had formed a committee to confer 
with William O. Douglas, chairman of the 
Securities and Exchange Commission, in an 
effort to bring about “sound and constructive 
solutions” of the problems confronting the 
industry. 

In a letter released jointly on May 10th by 
J. F. Fogarty, president of the North Ameri- 
can coneny, an E. Groesbeck, chairman 
of the board of the Electric Bond and Share 
Company, and which was sent to Mr. Douglas 
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May 5th, it was explained that the committee 
was formed to present views to the SEC from 
time to time as the whole utility picture passes 
in review. 

The letter revealed that, following a con- 
ference with SEC officials on April 20th, 
Messrs. Fogarty and Groesbeck returned to 
New York and called a meeting of various 
leading utility executives, at which fourteen 
holding companies were represented. Final 
decision and the selection of a representative 
committee was made on May Sth, whereupon 
Mr. Douglas was formally notified. 

To expedite progress in working out a pro- 
gram of coéperation with the SEC concerning 
the provisions of the Public Utility Holding 
Company Act of 1935, according to the letter, 
the following executives were selected as a 
committee : 

Wendell L. Willkie, president of The Com- 
monwealth & Southern Corporation; John E. 
Zimmermann, president of the United Gas Im- 
provement Company; P. L. Smith, president 
of the Middle West Corporation; Mr. Fogarty 
and Mr. Groesbeck. 

President Roosevelt was said to have ex- 

ressed gratification when informed that the 
holding companies had offered codperation 
with the SEC in working out a program for 
compliance with the Holding Company Act. 


President Surveys Utilities 


ey voyages Roosevelt on May 10th disclosed 
that he had directed a survey to be made of 
the adequacy of electric power for national 
defense purposes, and of the possibility of 
greater codrdination of existing facilities im 
time of war. After a conference on the 
ject with Basil Manly, vice chairman of the 
Federal Power Commission, and Louis John- 
son, Assistant peas War, the President 
said the study would be the first ever under- 
taken in this country. : 
Explaining that the survey was being A 
pronenes from the military point of view, 
resident illustrated the importance of the 
matter by recalling that if anything ha 
to the power plants of the District of Columbia 
in time of war there would be no way for thi 
city to borrow — from the city of Balti- 
more, nor could the capital give assistance to 


that A 
oy said the power survey was part 
4 the industrial mobilization program of the 
ar 
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Rankin Demands REA Fund 


EPRESENTATIVE Rankin of mg ay on 
R' chairman of the House enag a bloc, has 
announced intention of the b ¢7 — on 
the setting aside of $200,000,000 of the $4,- 
512,000,000 spending-lending total to promote 
a of rural electrification codpera- 


“ie said the $200,000,000 should be made 
available to coGperatives in the form of loans 
and grants, similar to those extended by the 
Public Works Administration on a 45-55 
basis. 

Rankin said representatives of “country” 
districts should guard against too much of the 
$4,512,000,000 going to the cities. He stated: 

“We are not going to stand by and let them 
spend billions of dollars in the big cities while 
the rural sections get left out.” 


Proposes States Unite 


ay E. Lee, attorney general of Wyoming, 
R suggested recently in a letter to Colo- 
rado’s attorney general, Byron G. Rogers, that 
the western states unite “in self-defense to 
plan action against unprecedented Federal in- 
tervention” in the dispute over the waters of 
the North Platte river. 

Lee suggested that a conference of attorneys 
general of the western states be called to con- 
sider the petition of the Federal Reclamation 
Bureau to intervene in the 3-state con- 
troversy over the waters of the North Platte. 


FPC Rate Orders 


HE Federal Power Commission on May 

5th vacated its order of January 13, 1938, 
suspending a rate schedule of the Kentucky 
Utilities Company which provided for an in- 
crease in the rates and charges to be assessed 
and collected for electric energy furnished to 
The Tennessee Electric Power Company and 
discharged its order of March 8, 1938, setting 
hearing on the suspended schedule. 

The commission’s action followed submis- 
sion of data and information by the Kentucky 
Company subsequent to the order setting hear- 
ing indicating that the rates and charges pro- 
vided for in the suspended schedule are in sub- 
stantial conformity with the cost of rendering 
the service and do not exceed reasonable rates 
and charges for the service therein provided. 
The commission’s new order permitted the 
rates and charges under the suspended sched- 
ule to. become effective as of January 13, 1938, 
and terminated all proceedings relating to the 
suspension. 

The commission on the same day also 
adopted an order terminating the aeey — 
stituted under its order of February 15, 
against the Gulf States Utilities C Andy ms 
company having filed supplemental rate sched- 

removing the undue discrimination found 
by the Federal Power Commission to exist 
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with respect to rates and charges assessed and 
collected from certain municipalities and com- 
panies. 

By reason of the removal of the undue dis- 
crimination specified in the commission’s order 
of March 28th, the company was said to have 
— the requirements of the show-cause 
order. 

The company was ordered to show cause 
why electric energy should not a sold to the 
Gulf Public Service Company at DeQuincy, 
La., the Louisiana Power and 
and the communities of Abbeville, Broussard. 
and Erath, La., under the same schedule ap- 
plied for such ‘sale to the communities of St. 
Martinsville and Vinton, La., the Youngsville 
Sugar Co., Inc., Louisiana Public Utilities ‘tities Co., 
Inc., and the Community Public Service Com- 
pany. It was also asked to show cause why va- 
rious credits for stand-by service should not 
be made uniform or eliminated and reflected 
in the rate charged and applied to all cus- 
tomers uniformly. 


Ross Urges Tax 


HE Bonneville administration favors a 

fair local tax on the gross revenues of dis- 
tricts and municipalities which will purchase 
power from the government project and is not 
in favor of the property tax on utilities and 
utility districts now in vogue in Oregon. 

Administrator J. D. Ross made that plain re- 
cently to a group of about forty Oregon and 
Washington men who represented people’s 
power districts, municipal power plants, and 
granges. The conference was TS held at Portland 
in the Bonneville offices. Mr. Ross said: 

“Personally, I would like to see the power 
companies also assessed on a gross revenue 
basis. Bonneville doesn’t want to interfere in 
saying what the people in districts should tax 
themselves, but it does want to say, in the in- 
terests of the people, that taxation shall not 
rise above a certain amount.” 

The Bonneville administration will guard 
against the “unfairness” evidenced im 95 so- 
called “tax-free” cities of the East, oie = 
the functions of government are financed by 
high charges for power, said Mr. Ross. 

The contract under which a district or city 
shall purchase power wholesale from Bonne- 
ville will contain a clause providing that onlv 
a certain percentage of revenues from resale 
to consumers may go into taxes and another 
providing that service must not be given free 
or below cost for street lighting and other 
uses, Mr. Ross said. 

A “ceiling rate” will be demanded for resale 
of power, to guard against excessive taxation 
of power to make Bonneville the load carrier 
for other governmental functions. 


Seminoe Dam Power Rates Set 


ecrerary of the Interior Ickes an- 
nounced tentative rates for the of 
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power to be generated at Seminoe dam, the which Congress has established, that it make 
major engineering structure of the Kendrick a thorough investigation of such matters as 
reclamation project in Wyoming. he may wish to place before it and that it give 
The average of the approved rates for the full publicity to all its proceedings.” 
Yah cane of bypred are'sias snneny 
including a demand charge o per kilo- i ; 
watt of 30-minute row. dbl demand per Puerto Rico Plans TVA Project 
month) 6.3 to 7.4 mills per kilowatt hour, de- BILL reported pending before the legisla- 
ding upon volume and conditions under A ture last month would create locally 
which the energy is accepted; firm energy Puerto Rico’s first New Deal alphabetical 
(demand charge waived) 4 to 4.5 mills per agency—the PRWRA, the Puerto Rico Wa- 
kilowatt hour, depending upon the volume and ter Resources Authority. 
conditions of delivery; secondary energy 1.8 This administration measure, in which Sec- 
to 2 mills per kilowatt hour. _ ) retary of Interior Harold L. Ickes is said to be 
The cost of the Kendrick project which will interested, would create a public corporation 
be completed next year is estimated at $20,- as a governmental instrumentality of the peo- 
000,000, of which $17,200,000 is to be paid, with ple of Puerto Rico. Four of the five directors 
interest, by the sale of power. would be government officials, headed by the 
— while the = os be the ex- 
: H ecutive director, named by the governor with 
Engineers Adop t Resolution the approval of two other directors, 
HE following resolution was unanimously The authority would take over the present 
adopted by the Board of Direction of the properties, activities, and obligations of the 
American Society of Civil Engineers at Jack- existing insular agency for utilization of wa- 
sonville, Florida, on April 19th: ter resources, which has developed govern- 
“Whereas, Arthur E. Morgan as chairman ment irrigation services, hydroelectric power, 
of the Tennessee Valley Authority requested and a distribution system. The bill states: 
a thorough investigation of that Authority by “It being the declared policy of the people 
the Congress; and of Puerto Rico to develop the water resources 
“Whereas, Arthur E. Morgan is acknowl- of the island for its own disposition in behalf 
edged, both within the United States and abroad of and for the welfare of its people, all such 
as a civil engineer of outstanding ability; and | water resources available for development for 
“Whereas, Arthur E. Morgan, having been any purpose whatsoever are hereby reserved 
a member of this Society for twenty-eight for the purposes of this act.” 
years and having served as one of its vice- The bill would empower the authority to ac- 
presidents, is known intimately by hundreds of quire and operate revenue-producing under- 
its members; and takings and to continue to completion develop- 
“Whereas, the Board of Direction of the ment of the island’s water resources, accept 
American Society of Civil Engineers, a So- grants and loans from the United States or 
ciety composed of nearly 16,000 of the recog- any agency or instrumentality thereof, and to 
nized leaders of the profession, is holding its issue bonds up to $10,000,000 for not longer 
regular meeting this 19th day of April, 1938, than fifty years at 5 per cent. These bonds 
at Jacksonville, Florida; would be tax exempt and the property ac- 
“Therefore be it resolved, that this Board, quired would be nontaxable. 
holding the firm belief that it truly represents The public service commission, with general 
the opinion of the entire civil engineering pro- jurisdiction over public utilities, would have 
fession, hereby declares its highest respect for no jurisdiction over the authority’s property 
the personal integrity of Arthur E. Morgan; except to inquire into complaints as to the 
“And be it further resolved, that this Board quality and safety of the service rendered. | 
urges upon the congressional investigating It was expected the bill would be passed with 
committee, which Mr. Morgan requested and amendments. 


* 


Alabama 


i was adopted. It will result in an annual sav- 
Domestic Rate Cut ing of about $30,000 to Alabama Power's resi- 


) Feo current to domestic customers of dential customers. Since the adoption of the 

the Alabama Power Company was cut 5 objective rate plan reductions have pt 
per cent on May Ist. Under a rate schedule gated more than $925,000 to customers of the 
promulgated in October, 1933, designated as one it was said. 


the “objective rate,” the charge per kilowatt Jabama was the first state to adopt the ob- 
is reduced as consumption increases. jective rate plan and since it was put into ef- 

This was the second 5 per cent reduction in fect, 34 other states have followed, it was 
recent months and the fifth since the schedule _ pointed out. 
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Arkansas 


Delay on Gas Offer 


HE Little Rock city council utilities com- 
Tees meeting early this month to discuss 
withdrawal of an offer to supply natural gas 
to the city for thirty years at 15 cents per 
thousand feet, said its failure to approve the 
contract within the allotted time was dictated 
by “common sense.” 

The proposal was made by J. E. Josey, 
trustee, Houston (Tex.) financier. He sub- 
mitted the offer on April 18th and asked a de- 
cision by April 25th. The committee had not 
acted on the offer when it was withdrawn May 
3rd by W. R. Manning, Little Rock associate 
of Mr. Josey. 

The attitude of the committee was that it 
had cooperated in the negotiations for a con- 
tract but that the time fixed by Josey and his 
associates was insufficient. 

Mr. Manning said the contract was simply a 
business proposition and that he felt the com- 
mittee had sufficient time for study of the plan. 
He explained that the contract would have 
been binding on the maker of the offer but no 
obligation would have attached to the city un- 
less the distribution system of the Arkansas 
Louisiana Gas Company in Little Rock had 
been acquired. 

Publicity given the proposal was said to 
have resulted in increased leasing activity in 
territory where the group was operating. It 
had been proposed to supply Little Rock with 
gas from western Arkansas fields, probably 
in the Clarksville area. 


Amendments which the utility committee 
had asked to be included in the contract, some 
of which the committee alleged were 
by Josey’s representative, included: 

(1) A rate of 12 cents per thousand cubic 
feet to new and certain old industries in Little 
Rock; (2) a guaranty of the composition of 
the gas to be delivered as to quality and heat 
value, and (3) that Little Rock should have 
priority on the source of supply over any other 
— which the makers of the contract might 
supply. 


Rate Reductions Ordered 


EDUCTIONS totaling $12,560 annually to elec- 
tric customers in 61 western Arkansas 
towns served by the Southwestern Gas and 
Electric Company were effected recently when 
the state utilities commission approved the 
company’s revised rate schedules for resi- 


dential and commercial lighting service. 


Classes of customers will benefit by total 
annual reductions as follows: residential, $8,- 
415; commercial, $3,155, and rural, E 

Chief Engineer Flanders of the state de- 
partment of public utilities said the new sched- 
ule would effect an overall reduction of 2.2 
per cent in the utility company’s gross revenue. 
He explained that the savings would be real- 
ized only by customers changed from an “ob- 
jective” rate to an “additional use” rate, since 
customers charged on an “additional use” rate 
in the past had more advantageous rates than 
those charged on the “objective” rate. 


Florida 


Rate Hearing Set 


Ta appeal of the Florida Power & Light 
Company from the decision of Federal 
Judge William Barrett upholding the city of 
Miami in its rate controversy, will be heard 


before the U. S. Circuit Court of Appeals in 
New Orleans on June 7th, according to a re- 
cent announcement of company attorneys. 

The attorneys previously had made an effort 
to have the case heard during April, but the 
city attorneys said they were not pr 


Illinois 


Files Notice of Appeal 


Cumnas James M. Slattery recently an- 
\4 nounced that the state commerce commis- 
sion had filed, through Otto Kerner, attorney 
general, and Harry R. Booth, counsel for the 
commission. notice of appeal from the decree 
of Judge Klarkowski entered on February 
4th, under which the Peoples Gas Light and 
Coke Company was allowed to raise its gas 
rates approximately $3,000,000 a year. The ap- 
peal would be taken direct to the state supreme 
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court as Judge Klarkowski held §68 of the 
Public Utilities Act unconstitutional to the ex- 
tent that the section denied the gas a 
remedy by way of injunction against en- 
forcement of the state commission’s order of 
May 21, 1937, denying the company its appli- 
cation for a rate increase. 

Booth declared that by the appeal the com- 
mission would seek to reverse in entirety the 
decree entered by Judge Klarkowski and re- 
quire the gas company to refund all moneys 
collected and impounded by virtue of the de- 
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cree and to dismiss the bill for want of equity. Due to the size of the record, consisting of 
He said the commission hoped to establish that over 10,000 pages of testimony over 150 ex. 
$68 of the Public Utilities Act-is constitu- hibits and the many complicated i issues of fact 
tional and that the company has been deprived _and law in the case, it was considered doubtful 
of none of its rights under the Federal or state whether the case would be argued in the su- 
Constitution by the commission’s order of last | preme court until its next term, which 

May denying it any rate increase. in October. 


* 


Indiana 


; Commercial rates were lowered in all 
Rate Reductions Ordered brackets by the new order, which followed 


Ew rate schedules which do not affect more than five years of controversy. 
users of less than 60 kilowatts of elec- In establishing the new rates the commission 
tricity a month, but afford some reductions to also determined that “the present fair value, 
users of larger amounts, were ordered on April including all elements of value, eagle and 
29th by the state public service commission for intangible, of the property of the In polis 
the Indianapolis Power and Light Company’s Power and Light Company used and useful in 
consumers, effective after May 15th. rendering electric service to its customers, in- 
The new rates, it was said, would permit the cluding all net additions to April 30, 1937, and 
power company to charge more for electric priced as of June 1, 1937, is $50,000; k 
energy in Indianapolis than the same energy A fair rate of return, accor to the com- 
costs consumers in neighboring communities. mission’s order, is 6 per cent on the $50,000,000 
They differ from the old rates for domestic. valuation and the company was found to be 
consumers established by the state commis- entitled to net earnings of $3,160,000 annually, 
sion’s interlocutory order of March 9, 1937, in including the amortization of the rate case 
the higher brackets only. expense. 


. 


Kentucky 


With the new rates, the consumer will pay 

Gas Rates Reduced $1.45 for the first thousand cubic feet of gas 

iy coéperation with the state public service instead of $1.80 under the old rate. Regard- 

commission, the Owensboro Gas Company _less of the size of their bills, all consumers will 

recently announced a reduction in rates which, peatinonte in a saving. The rates apply to 

it was estimated, would effect a saving to the ighting, incidental appliances, cooking, water 

Owensboro gas consumers of $11,000 an- heating, and power, according to James Gil- 

aw: The rates became effective May bert, manager of the Owensboro Gas Com- 
st. pany. 


$e 
Louisiana 


ili i utilities for investigations, and more recently 

Backs Utility Bill Lieutenant-Governor Earl K. Long as attor- 

upporT of a bill to limit to $500 a month ney collected $10,000 from one case after a 

the charges made by the state public serv- 2-day hearing. The charges against the utili- 

ice commission for investigation of rates was ties for investigations are included in the rate 

ee recently by Governor Richard W. structure and are eventually paid by the public. 

Lech The law which Governor ye roposes 

The bill limiting the charges to be made would limit the costs to be assessed to any 

against public utilities for the investigation of utility to $500 a month and would make these 

their rates to $500 a month was an amendment charges subject to review by the courts as to 

to an act passed in the second extra session their reasonableness. Governor Leche said the 

of 1934 S gouiling the commission to assess present om Lng resulted in “ridiculous bills 

heavy being ren inst the utilities and that 

Under tt the law, the late Senator Huey P. the new og nome would stop it. He asserted that 

, as atto for the commission, with _ the bill was being introduced with the a: 

Mark Wolff of New York as public utilities of the members of the state public service 

consultant, assessed heavy expenses against the commission. 
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M ichigan 


Phone Zones Proposed 


system Of toll zoning designed to save 
A telephone subscribers in the Detroit 
metropolitan area approximately $95,570 a 
year was proposed last month by the state pub- 
lic utilities commission. A hearing on the 
proposal was fixed for May 25th. 

early 150 notices of the hearing were 
mailed on April 29th to the Michigan Bell 
Telephone Company, chief executives and city 
and village clerks of all the municipalities con- 
cerned, and all the organizations and indi- 
viduals that have filed complaints on existing 
rates. 

Message toll rates between telephone ex- 
changes are based on air-line distances be- 
tween exchange “rate centers,” usually the 
post office locations, Howell Van Auken, vice 


chairman of the commission, explained. Toll 
charges from the Detroit suburban 

are based on the distances to the main post of- 
fice location in downtown Detroit. 

The state public utilities commission ol 
posed that instead of scaling the toll rates from 
the 28 suburban exchanges to the main post 
office location in Detroit, the rates be based 
on the average distances to the various 
central office areas, of which there are 21. 
Under this plan, it was explained, it is con- 
templated that a subscriber in a ex- 
change could call contiguous Detroit central 
office areas for a toll charge of 5 cents. The 
rates would grade upward as the distances in- 
creased. 

It was estimated that $38,540 of the savings 
would go to Detroit subscribers and $57,030 to 
suburban subscribers. 


Missouri 


Rate Cuts Filed 


Ew rate schedules, embodying reductions 
totaling about $1,005,000 annually, were 
filed with the state public service commission 
on April 27th by the Kansas City Power and 
Light Company. The new rates, which became 
effective May Ist, affected Kansas City and 
its suburban district and an area in western 
Missouri extending from the city of Carroll- 
ton. 
Roanoke, in Randolph- county, and Hus- 
tonia, in Pettis county, were among the out- 


state communities affected by the new rates. 

The biggest savings, it was said, would go 
to users of residential service in Kansas City. 
The estimated reduction for this class was 
$395,395. The estimated reduction for the 
city’s suburban district was $32,122, and for 
the rural area $39,887. 

The company was ordered by the state com- 
mission last March 19th to make the reduc- 
tion, after appraisals had indicated a rate of 
return of about 10 per cent in the year ending 
July 31, 1936, instead of the 63 per cent au- 
thorized by the commission in recent years. 


+ 
Nebraska 


Votes Municipal Plant 


ONVINCED that the Iowa-Nebraska Light 

& Power Company will not sell either its 
York plant to the city or its entire system to 
the Tri-County Public Power and Irrigation 
District, York city council voted recently to 
proceed with plans for construction of a gen- 
erating plant and distribution system. Robert 
Fulton, of Lincoln, was retained as engineer 
to make’ a final survey and furnish complete 
engineering service during construction. 


Councilman L. R. Davis said he became 
convinced after conferences with George 
Johnson, Tri-County general manager, that 
Tri-County cannot acquire the private com- 
pany “within a reasonable length of time.” 
He quoted Johnson as saying Tri-County was 
negotiating with the purchase and would be 
in position to quote prices before June. 

lf Iowa-Nebraska is actually acquired, 
Johnson said the wholesale rate to the York 
municipal plant would be approximately three- 
quarters a a cent per kilowatt hour. 


New York 


Commission Accepts Rate Cut 


Fz state public service commission on 
April 27th announced that it had accepted 
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a proposal of the Staten Island Edison Cor- 
poration, a subsidiary of the Associated Gas 
and Electric Company, to put into effect re- 
ductions in charges for electric service 
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it was calculated, would save customers about 
$500,000 annually. ; 

Milo R. Maltbie, chairman of the commis- 
sion, in a report recommending acceptance of 
the utility’s offer, stated that accountants and 
engineers employed by the state agency, in ex- 
amining the books of the company, found evi- 
dence warranting issuance of a temporary 
order for a reduction of between $400,000 and 
$500,000 a year in rates, 

The chairman declared that the commis- 
sion had been working toward establishment 
of a temporary reduction in rates and that 
acceptance of the company’s offer under the 
circumstances would be more economical than 
proceeding with the details of a rate case, de- 
lay in effecting a saving for consumers, and 
possible litigation in settling the issue. 

It was announced that members of the state 
commission’s staff would confer with offi- 


cers of the utility to work out new rate sched- 
ules which would eliminate apparent in- 
equalities for service. 


Utility Proposal 


D ing Gilbert V. Schenck, Albany delegate 
to the constitutional convention, last 
month introduced a proposal providing that 
the state legislature shall pass no measure 
prohibiting any municipal corporation operat- 
ing public utility service from making and 
receiving a fair return on the value of 

erty used and useful in such public utility sery- 
ice, or prohibiting the use of — resulting 
from operation of public utility service for 
pow of expenses or obligations incurred 
y such municipal corporation for municipal 
purposes. The bill went to the public utilities 
committee. 


y 
North Dakota 


Utility Cannot Appeal 


nN appeal taken by the Northern States 
Power Company from a decision of the 
state board of railroad commissioners was 
back in Cass county district court on May 6th. 

A supreme court order holding the utility 


* 


could not appeal directly to the high court from 
the board’s decision in reducing electric cur- 
rent rates at Fargo, West Fargo, and South- 
west Fargo was issued following a i 
on May 5th. A formal opinion coveri ~~ 
questions was to be prepared later, it was 
stated. 


Oregon 


Bonneville power, would face a serious ob- 
stacle in contracting with a fiscal agent for the 
sale of their bonds, according to bulletin in- 
formation recently sent to Oregon Business & 
Investors, Inc., members by F. H. Young, 


Municipal System Urged 


FO Ngecne oy that the city council investi- 
gate the feasibility of taking over Salem’s 
electric system in order to receive full ad- 
vantage of Bonneville power was made to the 
council and mayor recently by Brazier Small, 
ex-alderman. 

Small declared that in case the project was 
found feasible the proposal could be submitted 
to a vote of the electors at the November gen- 
eral election. 

The project, if approved, would be op- 
erated as a municipal system, Small said. 


Districts Face Obstacles 


pm utility districts in Oregon, even if 
organized as a distributing medium for 


* 


er. 
All contracts between directors of munici 
corporations in Oregon, such as a utility di 
trict, oe the proceedings incident to is- 
suance and sale of bonds, must be approved by 
the Oregon state bond commission, it was 
pointed out. This state bond commission con- 
sists of Governor Martin, State Treasurer 
Holman, and one member of the industrial 
accident commission, T. Morris 
Without such approval, proceedings con- 
tracts covering sale of bonds are illegal in the 
state by act of the 1935 Oregon legislature, 
the taxpayer organization bulletin stated. 


Pennsylvania 


Win Appliance Fight 


TS state superior court on May 4th ruled 
the policy of the state public utility com- 


mission “to prevent electric utilities from en- 
ing in the sale of appliances” was a: 
and unreasonable. 
Acting on the appeal of five power com- 
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ies, the court reversed the state commis- 
sion’s order which denied the companies the 
right to discount to banking firms conditional 
sales contracts for appliances. 

In an opinion written by Judge William 
McC. Parker, the court cited that the commis- 
sion’s only reason for rejecting the discount 
plan was that “it is the policy of the commis- 
sion to prevent electric utilities from engaging 


in the sale of appliances.” The state public 
utility commission’s policy requires the set- 
ting up of an affiliated corporation for appli- 
ance sales. 

Appellants in the test case were the Erie 
Lighting Company, Pennsylvania Edison 
Company, a Electric Company, 
Northern Pennsylvania Power Company, and 
the Metropolitan Edison Company. 


South Carolina 


Power Case Appealed 


HREE South Carolina utility companies ap- 

pealed to the U. S. Supreme Court on 
April 29th in their effort to halt construction 
of the Santee-Cooper hydroelectric and navi- 
gation project with Public Works Adminis- 
tration funds. 

The Carolina Power and Light, the South 
Carolina Power Company, and the South 
Carolina Electric and Gas Company asked the 
high court to review a decision of the U. S. 
Fourth Circuit Court of Appeals which af- 
firmed a lower Federal court dismissal. 

The action was directed against the South 
Carolina Public Service Authority and_ its 
members, Secretary Ickes, as Public Works 
Administrator, and Harry L. Hopkins, Works 
Progress Administrator. 

The corporations contended that the project, 
undertaken by the state’s Public Service Au- 
thority with WPA funds, would “irreparably 
damage, if it does not destroy, the business 
and property of each of the petitioners.” 


Rate Reduction Announced 


| aga in the rates charged by the 
South Carolina Power Company, of 
Charleston, were announced last month by 
the state public service commission. The re- 
ductions would effect an aggregate annual 
saving to customers of approximately $77,000. 
The announcement said the new and lower rate 
in brackets above the minimum use 
would be enjoyed by approximately 7,500 resi- 
dential customers. 

The reduction was brought about by the 
elimination of the so-called objective rate, 
placing all residential customers on the same 
rate, regardless of the amount of power they 
use, the customers in the minimum use class 
being excepted. 

The saving that will result for residential 
customers aggregates $46,000, and the saving 
for commercial customers, who will also get 
a reduction, will total $31,000. The new rates 
became effective on all bills rendered by the 
company after May Ist. 


Tennessee 


Power Loop Formed 


preg organization of Cumberland Elec- 
tric Membership Co6dperative, which is to 
obtain a loan from the Federal Rural Elec- 
trification Administration to erect power lines 
through seven counties, was completed at 
Clarksville last month with election of offi- 


cers. M. G. Northington, Montgomery 
county, was named president; W. G. Jackson, 
Cheatham county, was elected vice president, 
and Oliver Howell, Stewart county, was ap- 
pointed secretary-treasurer. 

Other counties to be served by the loop are 
Houston, Robertson, Sumner, and a portion of 
Davidson. 

The nine directors fixed $2 as the minimum 
monthly rate and set $5 as the initial member- 
ship fee to be paid by those in the area covered 
by the rural line “to show their good faith,” 
explained Northington, “or their intentions to 
sr to the power when the lines are com- 
ple 
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The project will serve more than 1,000 
homes and will cost around $200,000. Con- 
struction on the first section of the project is 
expected to begin about August Ist. 


Plan to Buy Utility Power 


I’ the move proves practical from the stand- 
point of economy the Nashville light plant 
will be abandoned and the city will buy the 
electric current it needs from the Tennessee 
Electric Power Company in the future. 

Mayor Cummings, in a statement released 
on April 25th, said that “the city light piant is 
unable to generate sufficient electricity for the 
needs of the city of Nashville. For many 
months the Tennessee Electric Power Com- 
pany has been furnishing current to the city 
to supplement the current ted at the 
light plant. The ~, is being charged be- 
tween $3,000 and $4,000 per month by the Ten- 
nessee Electric Power Company for this 
additional electricity.” 
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Information furnished him, Mayor Cum- 
mings said, indicated that “many thousands of 
dollars” could be saved annually by closing 
down the light plant and buying necessary 
current from the power company. He added 
that the light plant was badly in need of repair 
and “if its operation continued, an expendi- 
ture of many thousands of dollars will be nec- 
essary by the city in the very near future.” 

Mayor Cummings stated that he would “ap- 
Ap a committee of outstanding citizens of 

ashville to look into the advisability of mak- 
ing such a change and reporting their findings 
to the city council.” 


TVA Support Urged 


| Sag Jourolmon, member of the state public 
utilities commission and ardent TVA 
supporter, is reported to have written forty- 
five mayors last month suggesting that they 


mobilize sentiment behind President Roose. 
velt’s public improvement program in order to 
obtain TVA distribution systems for their 
municipalities. 

Pe apg suggested that “you contact the 
officials of near-by cities and towns that are 
interested in acquiring their own electric sys- 
tems for distribution of TVA power and see 
that letters explaining the local interests in- 
volved are sent to the local Congressmen and 
Senators.” 

The state commissioner said the Presi- 
dent’s recommendations contemplating loans 
of $1,450,000,000 and that the litigation in the 
TVA case have “reached the state in which no 
further obstructions exist to prevent cities 
from proceeding with their public power pro- 

rams.” Jourolmon’s office said the letters 

d been sent to mayors of municipalities 
which have shown interest in obtaining TVA 
electricity. 


Texas 


Special Utility Fees 


Guce. fees levied principally against utility 
companies will produce $291,850 for - the 
general fund in the fiscal year beginning Oc- 
tober Ist, Utilities Supervisor Joseph F. Leo- 
pold of Dallas reported to Assistant Finance 
Officer James W. Aston last month. 

Mr. As‘on said the fees, which go directly to 
the general fund without division to other 
financial branches of the government, would 
be slightly higher than during the current fiscal 


year, thereby easing slightly the job of prepar- 
—— budget. 

he 4 oa cent gross receipts tax levied 
against the Southwestern Bell Telephone 
Company should produce $158,000 compared 
to $153,000 this year, the Dallas Power & 
Light Company will pay $102,000 in special 
levies, a seat tax on busses operated by the 
Dallas Railway & Terminal Company will pro- 
duce approximately $10,000, and taxicabs op- 
erated by the Ci‘y Transportation Company 
will pay approximately $19,000. 


Virginia 
than 4 per cent growth per annum by a sub- 
stantial sum. 


“We cannot expect the domestic and com- 
mercial increase to go any faster than has been 


Power Plan Urged 


ger ean the results of a survey of the 
state’s present electric power resources 
by Allen J. Saville and Leonard A. Blackburn, 
engineers, the state corporation commission 
recently revealed that Virginia’s utilities may 
increase their sales from 55 to 60 per cent by 
1946, if the present rate of development con- 
tinues. 

The survey recommended that the state 
commission and the utilities work together in 
planning a program to meet the additional 
needs for.power not anticipated, so that there 
would be no duplication of effort and unnec- 
essary waste of capital—that a state program 
be projected, rather than a series of individual 
a ome by the companies. The report said: 

“Based on the assumption that Virginia will 
continue a Ss of developing the 
state industrially, we believe that the increase 
in utility activities in the next de will ex- 
ceed the past decade by a percentage greater 
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in the past. To maintain the rate of increase 
would be doing a big job. We are not exactly 
pessimistic about this phase, but we just cannot 
name the source of or name of the major ap- 
pliance that will come into use to maintain 
this growth, other than the commercial use of 
air conditioning. 

“Without forecasting either depressions, re- 
cessions, or booms, we believe that by 1946 the 
electric sales to ultimate consumers in the state 
of Virginia will reach a e close to 1,700,- 
000,000 kilowatt hours, an increase of 55 to 60 
per cent.” 

Commenting upon the possible effect of the 
‘Tennessee Valley Linseegp « ae 
said there was no reason why ev the 
pig nl aeerne could not be connected with 
this pment. However, the TVA was 
described as an unknown quantity. 
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The Latest 
Utility Rulings 


Fair Play in Administrative Proceedings 


HE vast expansion of the field of ad- 
§ Port nninn» regulation in response 
to the pressure of social needs is made 
possible under our system of govern- 
ment by adherence to the basic principles 
that the legislature shall appropriately 
determine the standards of administra- 
tive action and that, in administrative 
proceedings of a quasi judicial character, 
the liberty and property of the citizen 
shall be protected by the rudimentary re- 
quirements of fair play. So says Mr. 
Justice Hughes of the United States Su- 
preme Court in explaining why the court 
reversed an order of the Secretary of 
Agriculture fixing maximum rates to be 
charged by market agencies at the Kan- 
sas City stockyards. 

A long record of evidence and exhibits 
had been collected in hearings before an 
examiner and findings had been prepared 
ina bureau of the Department of Agri- 
culture, whose representative had con- 
ducted the proceedings for the govern- 
ment. These were submitted to the Secre- 
tary, who signed them with a few changes 
in rates. No opportunity was afforded to 
the market agencies for the examination 
of the findings thus prepared until they 
were served with the order. A rehearing 
by the Secretary was denied. The opinion 
of the court states: 


_ The part taken by the Secretary himself 
in the departmental proceedings is shown 
by his full and candid testimony. The evi- 
dence had been received before he took 
office. He did not hear the oral argument. 
The bulky record was placed upon his desk 
and he dipped into it from time to time to 
get its drift. He decided that probably the 
essence of the evidence was contained in 
appellants’ briefs. These, together with the 
transcript of the oral argument, he took 
home with him and read. He had several 
conferences with the Solicitor of the De- 
partment and with the officials in the Bureau 
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of Animal Industry and discussed the pro- 
posed findings. He testified that he con- 
me my the evidence before signing the 
order. 


A full hearing and a fair and 
hearing, it was ruled, required pcarsey 
an understanding of the purport of the 
evidence on the part of the Secretary. 
The right to a hearing, it was said, em- 
braces not only the right to present evi- 
dence but also a reasonable opportunity 
to know the claims of the opposing party 
and to meet them. The right to submit 
argument implies that opportunity; 
otherwise the right may be but a barren 
one. 

The court expressed the view that the 
answer that the proceeding before the 
Secretary was not of an adversary char- 
acter, as it was not upon complaint but 
was initiated as a general inquiry, was 
futile, since in all substantial respects, 
the government acting through a bureau 
was prosecuting the proceeding against 
the owners of the market agencies. The 
court considered it idle to say that this 
was not a proceeding in reality against 
the agencies when their very existence 
was put in jeopardy, concluding: 

The maintenance of proper standards on 
the part of administrative agencies in the 
performance of their quasi judicial functions 
is of the highest importance and in no way 
cripples or embarrasses the exercise of their 
appropriate authority. On the contrary, it 
is in their manifest interest. For, as we said 
at the outset, if these multiplying ies 
deemed to be necessary in our complex so- 
ciety are to serve the purposes for which 
they are created and endowed with vast 
powers, they must accredit themselves by 
acting in accordance with the cherished 
judicial tradition embodying the basic con- 
cepts of fair play. 


Morgan et al. v. The United States of 
America et al. 
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Ohio Commission Disposes of Old Telephone Rate Case 


‘te Ohio Bell Telephone Company 
rate case, which has been before the 
commission and the courts for several 
years, has received further consideration 
by the commission in an order finding 
that excess earnings were earned dur- 
ing the years 1924 to 1932 inclusive. The 
excess earnings were ordered to be re- 
funded. 

The commission adhered to the final 
value for the company’s intrastate prop- 
erty as of June 30, 1925, as fixed in the 
commission’s order of January 16, 1934. 
Net property additions at cost were 
added for the years 1926 to 1929, when 
telephone construction costs remained 
fairly constant. With respect to property 
values for the years 1930, 1931, and 
1932, the commission made substantial 
reductions arrived at by the cumulative 
effect of net additions at cost and used its 
judgment as to what was fair in view of 
depression prices. 

The commission agreed with the at- 
torney general for the state that annual 
expense of depreciation should not ex- 
ceed the cost of property retirements dur- 
ing the period. In previous findings the 
commission had measured the company’s 
expense by the per cent of retirements to 
depreciable property experienced during 
the three years and nine months im- 
mediately preceding the date certain. But, 


e 


in this instance, the commission stated: 


The commission believes, however, ‘that 
the actual experience of the company for 
the period under investigation represents 
more accurately the sogereuaee for this 
expense, and that therefore the expense of 
depreciation for the period under investiga- 
tion should more nearly equal the cont anys 
retirement losses during the period. This 
accords with the recommendation of the 
attorney general and the decision of the 
Supreme Court of the United States in West 
Ohio Gas Co. v. Ohio Pub. Utilities Com- 
mission (1935) 294 U. S. 63, 6 P.ULR. (N. 
S.) 449, decided subsequently to the order 
herein of January 16, 1934. The total of the 
expense now determined is approximately 
$10,000,000 less than the amount claimed by 
the company, and approximately $1,000,000 
less than the cost of its property retirements 
for the period 1924 to 1932 inclusive. 


Allowances were made for a return of 
7 per cent for the years 1924 to 1929, 
inclusive ; 64 per cent for the years 1930 
and 1931; 54 per cent for the year 1932. 
The commission on January 29, 1937, 
had found the company’s rates to have 
been reasonable from 1933 onward and 
at the same time ordered a rate reduction 
of approximately $2,000,000 annually 
effective April 1, 1937. The instant case, 
therefore, involved only the question of 
reparation for overcharges from 1924 to 
1932 inclusive. Re Ohio Bell Telephone 
Co. (Formal Case No. 3307). 


Necessity of Authority to Issue Demand Note 


mN application by a public utility com- 
pany for authority to issue a de- 
mand promissory note was denied by the 
Missouri commission, which held that the 
applicable statute did not cover the issu- 
ance of such securities. 

The Missouri statute empowers the 
commission to grant approval of the is- 
suance of stock, bonds, notes, or other 
forms of indebtedness of certain cor- 
porations when such securities are pay- 
able at periods of more than twelve 
months after the date thereof, for cer- 
tain specified purposes. It is provided 
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that such corporations may issue notes 
for proper corporate purposes and not 
in violation of law, payable at periods of 
not more than twelve months, without 
such consent. The commission held that 
as a matter of law the proposed instru- 
ment was a demand promissory note not- 
withstanding an inhibition as to the pay- 
ment of interest unless earned. The com- 
mission concluded: 


If the applicable provisions of the General 
latory Act are to be accorded their 
plain and obvious meaning it would neces- 
sarily foliow that the authority requested by 
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the applicant in the instant case could not be 
lawfully or legally granted by the commis- 
sion as it certainly was not the intent of the 
general assembly in the passage of §75 of 
the General Regulatory Act to cover or bring 
within the purview of that section the issu- 
ance of securities as requested in the instant 


HE Pennsylvania commission held 

that it had jurisdiction to issue an 
order prohibiting the payment of divi- 
dends pending an investigation of an 
electric utility company, since this order 
maintained the status quo. The commis- 
sion had previously prohibited declara- 
tion and payment of dividends and pay- 
ment on account of indebtedness to affili- 
ated companies pending disposition of 
the proceeding. A bill in equity had been 
filed in the local court praying for a re- 
straining order but the court had refused 
to grant a preliminary injunction or re- 
straining order on the ground that the 


application and further it is an attempted 
form of issuance of securities to which this 
commission should not lend its countenance 
of approval. 


Re Central Distributing Co. (Case No. 
9496). 


= 


Prohibition of Dividend Payments without 
Opportunity for Hearing 


commission order preserved the status 
quo, and the commission was proceeding 
to hearing and determination. The com- 
mission said : 


We think that a status quo order may be 
made without a prior hearing where the 
possibility of injury to the public interest 
is so great and apparent as in the instant 
case. The Dauphin county court by refusing 
to restrain the order of the commission on 
the ground that it merely preserved the 
status quo pending a determination has im- 
pliedly approved this view. 


Pennsylvania Public Utility Commission 
v. Edison Light & Power Co. (Com- 
plaint Docket No. 11585). 


Restriction of Contract Carriers to Protect 
Common Carriers 


HE South Dakota commission 

denied an application by a contract 
motor carrier for authority to substitute 
a contract with Swift and Company, for 
transportation of fresh meat to certain 
towns, in place of a contract entered into 
with and previously filed on behalf of 
a beverage sales company. This was un- 
der the practice followed in the state of 
limiting each contract carrier to three 
contracts. 

The commission referred to the statu- 
tory provision that the commission could 
restrict the operations of Class C contract 
carriers when necessary to avoid detri- 
mental competition with other established 
transportation agencies or other motor 
carriers, The commission said: 


This statute recognized that established 
common carrier service for and available 
to the public generally, is to be protected 
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from detrimental competition by enlarge- 
ment of present existing Class C service. 
The legislature recognized that instances 
would arise in which a Class C contract car- 
rier, by obtaining as contract patrons three 
of the largest shippers at a given wholesale 
distributing point, would make unprofitable 
and result in abandonment of common car- 
rier service over routes now being served 
in this state. 


The commission found that there was 
no evidence to indicate that the pro- 
prietors of meat markets in the territory, 
or the consumers of meat, would be de- 
prived of any advantages or necessary 
business supplies in the absence of the 
applied-for Class C service. The commis- 
sion continued with the following state- 
ment: 

The willingness and ability of the appli- 
cant to perform the service, together with 


the desire of Swift and Company to 
that territory, is not sufficient justification 
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to overcome the clear showing made in the 
record that to authorize the substitution of 
contracts would deprive the existing Class 
A motor carriers of a substantial tonnage 
within the Watertown trade area which 
they are now moving, and which in part is 


necessary for them to have to maintain the 
present Class A common carrier service 
offered to the public over the route. 
Re Jacob A. Wolff (Nos. 6149-C, 
7453-C). 


e 


Fostering of Healthful Competition 


UTHORITY to operate auto trucks was 
granted by the Nevada commission 
where the commission had denied prior 
applications because of protests by rail 
carriers. The commission, as a ground 
for its action, stated that the rail lines had 
taken the position that it was unnecessary 
for them to take into consideration im- 
proved service in determining whether 
abandonment of service should be ef- 
fected but had merely relied upon the 
fact that feeder lines were not a paying 
proposition. The commission made this 
statement : 


To our minds, this seems to be a departure 
from the former attitude taken by regula- 
tory bodies in which feeder lines, even 
though operating at a loss, may be the means 
of the entire system Peer at an advan- 


tage and helpful to the main system as a 
whole, We fail to understand the reasoning 
of that position when consideration is given 
to the proposition of convenience and neces- 
sity, for, to our minds, that is of paramount 
importance so far as the public is concerned. 
As we view it, it should be the policy of 
every utility to encourage business and to 
do all within their power to build up busi- 
ness instead of tearing down. The attitude 
assumed of recent years by the rail lines to 
segregate each and every branch as a work- 


ing unit, and to ae each as a basis for 
continuation or a mment, is a i 
upon their part which we fail to cndersant 
and a theory with which we cannot agree. 


The commission was of the opinion, 
based upon experience of the past, that 
if convenience and service were to be 
maintained over certain designated 
routes, the only way that it could be 
maintained was by helpful competition 
and that it could only be accomplished by 
that method of having in the field two 
healthy competing lines seeking a better- 
ment of service to the community af- 
fected. Although this might seem a de- 
parture from the former positions taken 
by the commission, it was said that from 
a careful study of transportation facili- 
ties within the country at the present time 
and the rapid progress of highway trans- 
portation, the commission should do 
everything within its power to promote 
and develop healthful competition for its 
citizens at large, as well as to encourage 
the advancement and development of 
those instrumentalities dealing in trans- 
portation. Re Nevada-California Trans- 


_ portation Co. (CPC A-442). 


e 


So de ee ae ee ae Oe ee PP ae. 


Restoration of Roadway upon Street Railway 
Abandonment 


should not be permitted to discontinue 
service without performing its common 
law liability of removing its poles, wires, 
and other facilities and restoring the 
pavement of the invaded street or high- 
way to the condition of the adjacent pave- 
ment. Moreover, the commission held 
that the acquiescence of a city by agree- 


HE Pennsylvania commission as- 
serted its jurisdiction to enforce the 
obligation of a street railway company 
to remove its facilities and restore the 
roadway upon abandonment of street 
railway service. The commission held 
that it could impose such conditions as 
are required by public safety and com- 
fort in authorizing abandonment. ment with the company to leave the rails 
A street railway company, it was held, in the streets through payment of a 
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stipulated sum by the company to the 
city should not defeat the interests of 
public welfare and relieve the company 
from performing its common law liabil- 


ity within such time and under such con- 
ditions as the commission might deem to 
be just. Re West Penn Railways Co. 
(Application Docket No. 35546). 


e 


Commission Cannot Revoke Permit on Account 
Of Negligence 


HE Colorado commission held that 
fp question whether or not the 
holder of a permit was guilty of negli- 
gent operation of his truck would require 
the exercise of a judicial power which 
rests in courts and not in the commission. 
Moreover, the commission held that 
while it could determine the question 
whether a permit should be revoked for 
violation of the Commercial Carrier Act 
or the commission’s rules and regula- 
tions, it could not revoke a permit on ac- 
count of negligent operation. 


Revocation must be for violation of 
some provision of the Commercial Car- 
rier Act or of the terms and conditions 
of the permit, or the violation of some 
rule or regulation of the commission aa 
mulgated under that act, it was held. The 
grounds stated in the commission’s Gen- 
eral Order No. 46, promulgated in con- 
nection with commercial carrier opera- 
tions, do not include negligent operation 
as a ground for revocation. Mase v. 
Hastings (Case No. 4685, Decision No. 
11598). 


= 


Other Important Rulings 
Sp by the mayor of Philadelphia 


charging waste and mismanagement 
by the Philadelphia Gas Works Com- 
pany (U. G. I.), operating lessee of the 
city-owned gas works, was dismissed by 
Judge Finletter in Common -Pleas Court 
on procedural grounds. The court found 
that the lease between the city and the 
operating company was still in effect, and 
that the city was, therefore, not in a legal 
position to sue for surcharges alleged by 
the mayor of Philadelphia to be in the 
amount of approximately $14,000,000. 
City of Philadelphia v. Philadelphia Gas 
Works Co. 


The Pennsylvania commission held 
that a corporation incorporated to carry 
on a general warehousing business, which 
is not a public utility business, had no 
authority under its charter to engage in a 
general transportation service involving 
the transportation of personal property 
not going into or out of the corporation’s 
warehouse. The applicable law in Penn- 
sylvania limits public utility operations to 
a single purpose. Re Haugh & Keenan 
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Storage & Transfer Co. (Application 
Docket No. 25417, Folder No. 3). 


The Pennsylvania commission denied 
leave to defer filing of an answer by a 
public utility company in a reparation 
case pending the outcome of rate pro- 
ceedings before the commission and in 
Federal court. The commission said that 
the proceedings were unrelated except 
that the amount of reduction in rates for 
the future finally ordered might have 
some bearing upon the amount of repara- 
tion, if any, to be awarded, and this rela- 
tionship would not in any event become 
of significant importance until the in- 
stant case had proceeded to hearing. 
Ramsay et al. v. Edison Light & Power 
Co. (Complaint Docket No, 11576). 


The Colorado commission amended its 
general order relating to motor vehicle 
carriers to provide that the leasing of 
motor vehicle equipment owned or oper- 
ated by any motor vehicle carrier of 
freight to any person, firm, or corpo- 
ration other than a duly authorized car- 
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rier for hire, either common or private, 
would be prohibited. Re Rules and 
Regulations Governing Motor Vehicle 
Carriers (Third Revised General Order 
No. 39). 


The Colorado commission held that a 
municipality which because of inade- 
quate water supply could not serve more 
customers without injury to its resident 
customers was not required to extend 
service to an applicant residing outside 
of limits of the municipality. Shea v. 
Aurora (Case No. 4672, Decision No. 
11506). 


The New York commission authorized 
the inauguration of motor bus service 
between certain towns over the objection 
of railroads, stating that while important 
questions to be determined were the ex- 
tent to which the existing railroad serv- 
ices would be adversely affected and 
whether or not the probable injury to 
them was sufficient reason for denying 
the application, the controlling determi- 
nation was whether or not the communi- 
ties affected were entitled to additional 
modern and improved transportation 
service. Re Buffalo & Erie Coach Corp. 
(Case No. 4627). 


The New York commission, in approv- 
ing proposed journal entries to set up 
accounts of a municipal electric plant in 
accordance with the commission orders 
held that municipalities as well as 
private utility companies must observe 
the rule that expenditures classified as 
operating costs by responsible officials of 
the utility presumed to be familiar with 
the conditions at the time the distribu- 
tion between capital and operating ex- 
penses were made may not in after years 
be redistributed and made a part of the 
cost of property. Re Wellsville (Case 
No. 9511). 


The California commission established 
toll bridge rates for a company operating 


Note.—The cases above referred to, where decided by courts or 


under a franchise, which required it, 
upon expiration of the franchise, t 
transfer the property to public author. 
ities without compensation. Such com. 
panies were brought under commission 
jurisdiction by statutory amendment in 
1937. The commission allowed a rate of 
return slightly higher than that consid. 
ered reasonable for utilities when tested 
upon the basis usually followed, in order 
to assure financial stability and to guard 
against possible inaccuracies in the esti- 
mate of induced traffic to result from rate 
reductions. Re American Toll Bridge 
Co. (Decision No. 30612, Case No. 
4259). 


The Wisconsin commission, in author- 
izing an electric company to install a 
Diesel engine and generator, where com- 
mission engineers seemed to favor pur- 
chase of power rather than generation, 
said that in a situation of this kind, where 
there is no material difference between 
the cost of purchased power and the cost 
of its generation by the utility itself, the 
election as to which method should be 
adopted should rest with the utility, al- 
though if at some future time the cost of 

enerating energy locally should prove to 
be materially greater than the cost of 


purchased energy, that excess could not 
properly be considered by the utility as 
a part of allowable operating expense 


Re La Valle Electric Light Co. (CA- 


546). 


The Pennsylvania commission held 
that the failure of a motor carrier to ob- 
tain a copy of an itemized list of articles 
on a shipping order did not excuse the 
carrier from charging the properly ap- 
plicable class rate, and it held further that 
a customer paying charges in excess of 
tariffs is entitled to a refund without 

roof that the charges were unreasonable 
in and of themselves and without proof 
of additional damage. Jewel Tea Co. Inc. 
v. Garner (Complaint Docket No. 
11361). 


latory commissions, 


will be published in full or abstracted in Public Utilities Reports. 
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FEDERAL POWER COMMISSION 


Re Gulf States Utilities Company 


[Docket No. IT-5509, Opinion No. 31.] 


Discrimination, § 19 — Rates — Elimination before contract expiration. 
1. An electric utility company which has adopted a new rate should, in 
order to avoid discrimination, make it available and apply it uniformly to 
all customers of the same class at the same time and should not await the 


expiration of existing contracts 
having such contracts, p. 3. 


before making it applicable to customers 


Discrimination, § 96 — Electric rates — Credit allowance for standby service. 
2. Credit allowances provided for standby service under effective rate agree- 
ments are discriminatory to the extent that such credits for the maintenance 
of generating equipment for standby service by certain customers differ from 
or are less than the credits specified in a rate agreement with another cus- 


tomer, p. 4. 
[March 


28, 1938.] 


O RDER to show cause why a public utility company should not 
remove discrimination in rates and in credit allowances for 
standby service; elimination of discrimination required. 


By the Commission: The Com- 
mission under date of February 15, 
1938, issued an order in the above 
matter calling upon the Gulf States 
Utilities Company to show cause, on 
or before March 16, 1938, why it 
should not : 

(A) Remove discriminations in 
tates charged for electric energy de- 
{1] 


livered to the Gulf Public Service 
Company for service at DeQuincy, 
Louisiana, the towns of Abbeville and 
Erath, Louisiana, the village of Brous- 
sard, and the Louisiana Power and 
Light Company, by making its rate 
schedule designated as Schedule 423 
applicable ; and 

(B) Provide a uniform basis for 
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determining credits allowable for 
standby service. 

The pertinent facts set forth in the 
show cause order of the Commission 
and conceded by the response of Gulf 
States Utilities Company are as fol- 
lows: 

“The thirteen agreements for the 
sale of energy contain five distinct and 
separate rates for service, six of the 
agreements contain the same rate for 
service; certain customers would be 


more advantageously served if billed 


certain of its agreements whereby th 
customer obtains a credit for the main. 
tenance in operating condition of such 
generating equipment as said custom. 
er has installed ; three different alloy. 
ances of credit are found in the agre. 
ments filed, as shown in Appendix 
‘A,’ some customers obtaining leg 
credit per kilowatt of standby capac. 
ty than others.” 

Appendix “A” to which reference 
is made was attached to the show 
cause order and was as follows: 


Gutr States UtTiiities ComPpANY 
Summary of Analysis of Wholesale Power Contracts 


Name of Customer 


Gulf Public Service Co. 
1. DeQuincy, La., connection 


2. Crowley and New Iberia, La., connections .. 


3. Breaux Bridge, La., connection 
Louisiana Power & Light Co. 


Loumstansa. ine & Tlec, Co.,. Inc. ...csscsveses 
ee ON ecb nies gabiesen eh 


Town of Erath 

Town of Abbeville 
Town of St. Martinsville 
Town of Vinton 


Vounseriie Sagar Co., Inc. ’.. 0.0.5.0 ccescce 
Louisiana Public Utilities Co., Inc. .......... 
Community Public Service Co. .............. 


au E-600-6 


..-. Special Contract 
Special Contract 
E-600-3 


Pee Same Schedule 
wah Same Schedule 


Lowest Charges 
Would Result 
if Billed Under 


Utility Rate 
Designation 


E-600-1 423 
E-600-6 Same Schedule 
423 Same Schedule 
E-600-3 423* 
Same Schedule 


423* 
423* 
423 Same Schedule 
Same Schedule 
Same Schedule 


Standby Credit 


(1) First 75 kw. at 
Excess at 

(2) First 75 kw. at 
Next 1,925 kw.sat 
Excess at 


(3) $0.75 per kw. 


* Supplementary Notes—Charges would be lower if load factor is approximately 


over. 


under some one of the other rates filed 
other than the one actually applied, 
as shown in the table attached hereto 
as Appendix ‘A’; if changes in rates 
were made in accordance with the 
analyses shown in Appendix ‘A,’ each 
customer would be billed under that 
rate resulting in the lowest bill and 
three of the five rates now used would 
be eliminated ; 

“The company attaches riders to 
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The Gulf States Utilities Company 
in its response under date of March 2, 
1938, to the show cause order advised 
the Commission that: 

“It has been our intention since the 
institution of Schedule 423 on July |, 
1937, to offer this rate to the parties 
applicable as their contracts expired. 
However, if it is the desire of yout 
Commission that this schedule become 
effective immediately, we shall be glad 
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to cooperate and immediately offer 
new contracts to the customers.” 

Regarding the proposition that uni- 
form provisions be made for the de- 
termination of standby credits the 
company said: 

“With reference to (B) above, rid- 
es giving credits for standby service 
will be uniform to all parties covered 
in your order upon application of 
Schedule 423.” 

A review of the Gulf States Utili- 
ties Company rate contracts now on 
file with the Commission for the par- 
ticular customers affected by the or- 
der to show cause reveals the follow- 
ing termination dates : 


Contract Ex- 
piration Date 
Gulf Public Service Co. (De- 

Quincy connection) 1940 
Louisiana Power & Light Co. Oct. 3, 1940 
Town of Erath , 1938 
Town of Abbeville 1939 
Village of Broussard , 1938 

[1] It is obvious that to deny the 
above customers the benefit of the 
lower rate until their respective rate 
contracts expire will unduly prolong 
the present discriminations. Proper 
practice and the avoidance of undue 
discrimination requires, except in un- 
usual cases, that once a new rate is 
adopted by a company it be made 
available and applied uniformly to all 
customers of the same class at the 
same time. 

The company in its reply to the 
show cause order states: 

“However, if it is the desire of 
your Commission that this schedule 
become effective immediately, we shall 
be glad to codperate and immediately 
offer new contracts to the customers.” 

It is our opinion that new contracts 
should not be required to make effec- 
tive the application of Schedule 423, 


but that it should be provided for in 
supplemental agreements. A review 
of the rate contracts filed by the Gulf 
States Utilities Company discloses 
that in the case of the towns of St. 
Martinsville and Vinton, Schedule 423 
was made effective by supplemental 
agreement as soon as it was adopted 
without requiring new contracts be- 
cause the original agreements with 
these two towns, entered into in 1935, 
contained a provision to the effect that 
the rates charged should be the lowest 
rate available to that class of consum- 
er. Such a provision should not be 
necessary to insure fair and nondis- 
criminatory treatment. Moreover, in 
the cases of the Youngsville Sugar 
Company, Inc., the Louisiana Public 
Utilities Company, Inc., and the Com- 
munity Public Service Company, 
Schedule 423 was made available un- 
der a standard form of contract hav- 
ing a term of one year. Therefore, 
where a new contract is necessary, be- 
cause of the expiration of an exist- 
ing contract and Schedule 423 is ap- 
plicable, the term of the new contract 
should be one year. 

If the company applies the credit 
rider 423-A to only those customers 
affected by the application of Schedule 
423, only partial uniformity in credit 
for standby service will be achieved 
because a different rate of credit will 
still be effective for the Gulf Public 
Service Company (New Iberia, Loui- 
siana, connection) and a still different 
rate of credit will be allowed to the 
Louisiana Ice & Electric Company, 
Inc. This situation is clearly shown 
by Appendix “A” above. 

To achieve uniformity in credit al- 
lowances for standby service, with- 
out effecting any decrease in the cred- 
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its now given, and with a minimum 
of adjustments, the schedule of credits 
now applied to the Gulf Public Service 
Company (New Iberia, Louisiana, 
connection) should be made available 
to all customers within the purview 
of the show cause order. This will 
alter the credit allowance to the towns 
of St. Martinsville and Vinton and 
the Youngsville Sugar Co., Inc., but 
there would be no change in the credit 
allowance to the other consumers af- 
fected. 

The Commission, having consid- 
ered the foregoing facts disclosed by 
rate agreements duly filed by Gulf 
States Utilities Company and the com- 
pany’s response under date of March 
2, 1938, to the order to show cause, 
finds: 


That charges assessed under effec- 
tive rate agreements for electric en- 
ergy supplied to Gulf Public Service 


Company at DeQuincy, Louisiana, the 
towns of Abbeville and Erath, Louisi- 
ana, the village of Broussard, and the 
Louisiana Power and Light Company 
are unduly discriminatory to the ex- 
tent that such charges are based upon 
rates and charges in excess of rates 
and charges specified in Schedule 423; 
and 

[2] That credit allowances provid- 
ed for standby service under effective 
rate agreements, to the extent that 
such monthly credits for the mainte- 
nance of generating equipment for 
standby service made available by 
Louisiana Power & Light Company, 
Louisiana Ice and Electric Co., Inc., 
Youngsville Sugar Company, Inc., 
and the towns of Abbeville, St. Mar- 
tinsville, and Vinton are unduly dis- 
criminatory to the extent that such 
credits differ from or are less than 
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the credits specified in schedule pro. 
vided in rate agreement with Gu} 
Public Service Company at its Croy. 
ley and New Iberia, Louisiana, cop. 
nections, as follows: 

First 75 kw. @ 

Next 1,925 “ 

Over 2,000 “ 

Upon consideration of the record 
of the proceedings in this matter, the 
Commission is of the opinion that, if 
the Gulf States Utilities Company 
shall within thirty days remove the 
undue discriminations herein found 
to exist, the rule to show cause shall 
be deemed to have been satisfied. An 
appropriate order of the Commission 
will be issued. 


ORDER 


It appearing to the Commission 
that : 

(1) On February 15, 1938, the 
Commission ordered the Gulf States 
Utilities Company to show cause on 
or before March 16, 1938, why: 

(A) Its rate schedule designated 
as 423 should not be applied to Gulf 
Public Service Company for service 
at DeQuincy, La., to the town of Ab- 
beville, La., to the Louisiana Power 
and Light Company, to the village of 
Broussard, La., and to the town of 
Erath, La. ; 

(B) The present various credits for 
standby service should not be made 
uniform or eliminated and reflected in 
the rate charged and applied to all cus- 
tomers uniformly ; 

(2) By letter dated March 2, 1938, 
said Gulf States Utilities Company re- 
sponded to said order of February 15, 
1938, stating as to (A) that: 

“It has been our intention since the 
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institution of Schedule 423 on July 1, 
1937, to offer this rate to the parties 
applicable as their contracts expired. 
However, if it is the desire of your 
Commission that this schedule become 
effective immediately, we shall be glad 
to cooperate and immediately offer 
new contracts to the customers.” 

And stating as to (B) that: 

“With reference to (B) above, rid- 
ets giving credits for standby service 
will be uniform to all parties covered 
in your order upon application of 
Schedule 423.” 

Upon due consideration of the or- 
der to show cause, the return filed 
thereto, and other matters of record, 
and for the reasons set forth in the 
Commission’s Opinion No. 31, issued 
this date and made a part hereof, the 
Commission orders that: 

I. If within thirty days from the re- 
ceipt of this order the Gulf States Util- 
ities Company removes the undue dis- 
criminations found by the Commis- 
sion to exist, and duly files with the 
Commission rate schedule supplements 
to existing agreements in conformity 
with the lettered subsections of this 
part which follow, then this proceed- 
ing shall terminate and the order to 
show cause shall be deemed to have 
been satisfied and without further 
force or effect. 


(a) Schedule 423 shall be made ap- 
plicable to electric energy delivered to 
Gulf Public Service Company at De- 
Quincy, Louisiana, the towns of Abbe- 
ville and Erath, Louisiana, the village 
of Broussard, Louisiana, and Louisi- 
ana Power and Light Company. 

(b) Schedule of credit allowances 
for the maintenance of generating 
equipment for standby service now 
applicable to Gulf Public Service Com- 
pany at its Crowley and New Iberia, 
Louisiana, connections shall be made 
applicable to Louisiana Power and 
Light Company, Louisiana Ice & Elec- 
tric Company, Inc., Youngsville Sugar 
Company, Inc., and the towns of Ab- 
beville, St. Martinsville, and Vinton, 
Louisiana. 

(c) The rate schedule supplements 
provided in (a) and (b) above shall 
become effective as of the date on 
which they are duly filed with the Fed- 
eral Power Commission. 

II. If within thirty days from the 
receipt of this order the Gulf States 
Utilities Company shall have failed, 
in whole or in part, to remove the un- 
due discrimination found by the Com- 
mission to exist with respect to the 
designated rate schedule agreements 
as specified in I above, then the order 
to show cause, issued under date of 
February 15, 1938, shall not be deemed 
to have been satisfied. 
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George F. Anspach, 


Trading and Doing 


Business As Anspach Electric Company 


v 


Metropolitan —— Company 


[Complaint Docket No. 11378.] 


Service, § 327 — Electrical inspection — Acceptable certificates. 


An electric utility company’s rule that it will accept only certificates of com- 
pliance produced by a named rating association is unfair, unjust, and un- 


reasonable, imposing payment of 


larger inspection fees upon customers but 


affording no greater protection to them, to the utility company, or to the 


general public. 


C 


[March 


14, 1938.] 


OMPLAINT against requirement of electric utility company as 
to certificates of compliance before making connection with 


company lines; complaint sustained and company ordered to 
show cause why it should not file revised rule. See also Public 
Utility Commission v. Metropolitan Edison Co. 23 P.U.R. 


(N.S.) 


By the Commission: Complain- 
ant avers that the Metropolitan Edi- 
son Company tariff filed April 1, 
1937, effective May 1, 1937—revised 
page 6, paragraph 3, of “General 
Rules and Regulations,” provides for 
certificates of compliance issued by the 
Middle Department Rating Associa- 
tion or municipal inspection bureau 
before making a connection with said 
company’s lines; that, inasmuch as 
there is no municipal inspection bu- 
reau in the city of Reading, the effect 
of this rule is to require all electric 
inspections to be made by representa- 
tives of the said Middle Department 
Rating Association which requirement 
is unfair, unjust, and discriminatory ; 
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10, post. 
vw 


that more prompt service on electric 
inspection work can be and has been 
secured by complainant from properly 
qualified representatives of a Pennsyl- 
vania corporation organized and mak- 
ing such inspection at reduced cost to 
complainant ; that, prior to November, 
1936, Metropolitan Edison Company 
accepted certificates of compliance of 
the said corporation, but since that 
date said company has arbitrarily and 
without cause refused to accept cef- 
tificates except from the Middle De- 
partment Rating Association ; that in- 
spections made by said corporation 
and in accordance with regulations of 
the National Board of Fire Under- 
writers and the provisions of the Na- 
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tional Electrical Code; and that cer- 
tificates of compliance issued by said 
corporation are accepted by the only 
other electric company operating in 
Berks county. 

Respondent’s answer alleges that 
the averments of complainant that 
more prompt inspection service can 
be and has been secured at a reduced 
cost from an unnamed Pennsylvania 
corporation are so vague and indefi- 
nite as not to be susceptible of definite 
answer; that any certificate accepted 
by the employees of respondent was 
taken without knowledge or authority 
of respondent’s management ; that the 
character of inspection made by the 
unnamed Pennsylvania corporation is 
so vague and indefinite as not to be 
susceptible of definite answer ; that re- 
spondent has no knowledge that cer- 
tificates issued by said Pennsylvania 
corporation are accepted by other elec- 
tric companies in Berks county; that 
respondent for upwards of twenty 
years has relied upon certificates of 
Middle Department Rating Associa- 
tion; that respondent’s requirement 
that certificates be produced from the 
Middle Department Rating Associa- 
tion before electric service is rendered 
is fair, just, and reasonable; that by 
reason of the vague and indefinite 
character of complainant’s averments 
and the lack of any averment that com- 
plainant is a customer of respondent 
or that any certificate has been re- 
quired from him as a customer, com- 
plainant is without standing to main- 
tain the complaint ; and that the extent 
and character of inspections of instal- 
lations before connection are matters 
within the’ discretion of respondent 
and the Commission is without juris- 
diction. 


Hearing has been held. Respond- 
ent’s testimony, that it has depended 
exclusively or entirely since 1912 on 
certificates from the Middle Depart- 
ment Rating Association, is not sup- 
ported by respondent’s tariffs, filed 
with the Commission in conformity 
with law, containing rules and regula- 
tions governing the supplying of elec- 
tric service. Respondent’s Tariff P. 
S. C. Pa. No. 1, in effect from Janu- 
ary 1, 1914, to May 1, 1928, con- 
tained the following rule: 

“All wiring to be connected to the 
mains of this company must be in- 
stalled in accordance with the require- 
ments of the Underwriters Associa- 
tion of the Middle Department and 
the company shall not be required to 
supply electricity until the equipment 
shall have been approved by the con- 
stituted authorities and by the com- 
pany.” 

Under this established rule instal- 
lations must meet both the require- 
ments of the Underwriters Associa- 
tion of the Middle Department and 
the company, and before the company 
is required to supply service, approval 
must be given by not only the consti- 
tuted authorities but the company. 
This rule was canceled and superseded 
by respondent’s tariff rule, effective 
from May 1, 1928, to January 5, 1937, 
permitting acceptance of the certifi- 
cate of a local inspection bureau, as 
follows: 

“There shall be no obligation on the 
part of company either to connect or 
remain connected with any consumer’s 
wiring when the installation is not 
made and maintained in accordance 
with the provisions of the National 
Electrical Code and company’s re- 
quirements or when the certificate of 
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the Underwriters or the local inspec- 
tion bureau has not been issued.” 

Under this legally established rule, 
installations must meet the provisions 
of the National Electrical Code and 
also the company’s requirements, but 
before the company is required to sup- 
ply service a certificate from the Un- 
derwriters or the local inspection bu- 
reau must be secured. The company 
reserves to itself the right of final de- 
termination of not only initial compli- 
ance but the maintenance of compli- 
ance with not only the National Elec- 
trical Code but also with its own 
requirements. The company’s require- 
ment for a certificate for an installa- 
tion which has already met its own re- 
quirements is not disclosed. This 
rule was canceled and superseded by 
respondent’s rule filed January 5, 
1937, effective by special permission 
of the Commission on one day’s no- 
tice, January 6, 1937, as follows: 

“There shall be no obligation on the 
part of company either to connect or 
remain connected with any consum- 
er’s wiring or facilities when the in- 
stallation is not made and maintained 
in accordance with the provisions of 
the National Electrical Code and com- 
pany’s requirements or when the cer- 
tificate of the Underwriters or the lo- 
cal inspection bureau has not been is- 
sued.” 

Under this legally established rule 
respondent continues to reserve to it- 
self final determination as to both the 
initial and maintenance of compliance 
with not only the National Electrical 
Code, but also with its own require- 
ments. Under this rule, the company 
continues its requirement for securing 
a certificate for an installation which 
has met its own requirements. This 
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rule was also canceled and superseded 
by respondent’s rule filed April 1, 
1937, effective May 1, 1937, as fol- 
lows: 

“There shall be no obligation on 
the part of company either to connect 
or remain connected with any con- 
sumer’s wiring or facilities when the 
installation is not made and main- 
tained in accordance with the provi- 
sions of the National Electrical Code 
and company’s requirements or when 
the certificate of compliance with the 
regulations of the National Board of 
Fire Underwriters, issued by the Mid- 
dle Department Rating Association 
or the municipal inspection bureau has 
not been issued.” 

The record shows that an inspector 
of the Lancaster and Suburban Elec- 
trical Inspection Company, Inc., was 
formerly in the employ of respondent 
in a responsible position, and subse- 
quently an inspector for the Middle 
Department Rating Association dur- 
ing thirteen years immediately pre- 
ceding his present work as inspector 
for the Lancaster Company. Anoth- 
er inspector of the Lancaster Compa- 
ny was an inspector for the Middle 
Department Rating Association for 
about six years immediately preced- 
ing his present work as inspector for 
the Lancaster Company. The record 
does not disclose that respondent re- 
fused to accept certificates secured 
from the Middle Department for in- 
spections made by these same inspec- 
tors, whose inspections respondent 
now refuses to accept, contending it 
has no knowledge of their competency. 

The record contains no evidence | 
that respondent ever exercised its 
right to determine the adequacy of 
any initial or subsequent inspection of 
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any installation. Likewise it does not 
appear that any defective installations 
were discovered by respondent result- 
ing in its refusal to supply service. 
The wisdom of inspections by inspec- 
tors employed by an inspection com- 
pany or agency in which electrical 
contractors who make the installation 
and the company supplying the serv- 
ice are particularly interested is not 
before the Commission in this pro- 
ceeding. 

From the record the Commission is 
not convinced that respondent’s re- 
quirement that it will accept only cer- 
tificates of compliance produced from 
the Middle Department Rating Asso- 
ciation is fair, just, or reasonable, but 
on the contrary it appears that such 
requirement is unfair, unjust, and un- 
reasonable, imposing payment of larg- 
er inspection fees upon customers of 
respondent, but affording no greater 
protection to them, to respondent, or 
to the general public. 

Upon a full consideration of the 
record herein, the Commission is of 
opinion and finds that respondent’s 
refusal to accept certificate of com- 
piance secured from others than the 
Middle Department Rating Associa- 
tion or the municipal inspection bu- 
reau is unreasonable and that the 
complaint should be sustained ; there- 
fore, 


Now, to wit, March 14, 1938, it is 
ordered: That the complaint be and 
is hereby sustained. 

It is further ordered: That Metro- 
politan Edison Company, respondent, 
within thirty days from service of this 
order, file with the Commission as a 
part of its tariff, a rule effective upon 
ten days’ notice, revising the third 
paragraph of rule 3 of Tariff Electric 
Pa. P. U. C. No. 32, first revised page 
No. 6 (now tariff Electric Pa. P. U. 
C. No. 33 original page No. 6) to 
provide for acceptance by respondent 
of certificates issued by any competent 
inspection agency showing compliance 
with the provisions of the National 
Electrical Code and the requirements 
of respondent, as follows: 

“There shall be no obligation on the 
part of company either to connect or 
remain connected with any consum- 
er’s wiring or facilities when the in- 
stallation is not made and maintained 
in accordance with the provisions of 
the National Electrical Code and com- 
pany’s requirements or when the cer- 
tificate of compliance with the regu- 
lation of the National Board of Fire 
Underwriters, issued by the Middle 
Department Rating Association or the 
municipal inspection bureau or by any 
competent inspection agency, has not 
been issued.” 
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Public Utility Commission 


Metropolitan Re Company 


[Complaint Docket No. 11407.] 


Service, § 69 — Commission jurisdiction — Inspection rule — Electric utility, 
1. The Commission has authority to order an electric utility company to 
change its rule relating to the requirement of certificates of inspection as a 
condition precedent to the company connecting, or remaining connected with, 
any consumer’s wiring or facilities, p. 11. 

Service, § 327 — Certificate of inspection — Rule of electric utility. 


2. A rule of an electric utility company which provides that before. electric 
service is connected a certificate of compliance shall be obtained from a 
named rating association or a municipal inspection bureau should be changed 
to provide that a certificate will be accepted from such authorities or from 
any competent inspection agency, p. 12. 


[March 14, 1938.] 


See to show cause why an electric utility company should not 

revise its rule relating to certificates of inspection; revi- 

sion of rule ordered. See also Anspach v. Metropolitan Edison 
Co. 23 P.U.R.(N.S.) 6, ante. 


By the Commission: In the above- 
designated case, the Commission is- 
sued a rule May 3, 1937, requiring 
the Metropolitan Edison Company to 
show cause why Rule 3 contained in 
its Tariff Electric P. U. C. Pa. No. 
32, which provides: ‘There shall be 
no obligation on part of the company 
either to connect or remain connected 
with any consumer’s wiring or facili- 
ties when the installation is not made 
and maintained in accordance with 
the provisions of the National Elec- 
trical Code and company’s require- 
ments, or when a certificate of the 
underwriters or municipal inspection 
bureau has not been issued,” should 
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not be revised to permit inspections 
to be made by any competent inspec- 
tion agency. 

Respondent’s answer alleges that 
for upwards of twenty years it has 
relied upon certificates of compliance 
issued by the Middle Department Rat- 
ing Association; that its requirement 
that certificates of compliance be pro- 
duced from the Middle Department 
Rating Association before service is 
rendered, is fair, just, and reasonable; 
that the extent and character of the 
inspection of a prospective customer's 
premises before service is rendered is 
a matter entirely within the discretion 
of respondent and the Commission is 
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without jurisdiction; that it has no 
knowledge that there are competent 
inspection agencies in its territory oth- 
er than those specified in Rule 3 of 
respondent’s general rules and regu- 
lations. 

Respondent’s Rule 3 as set forth in 
the Commission’s Rule was canceled 
and superseded by respondent’s filing 
with the Commission April 1, 1937, 
effective May 1, 1937, revised Rule 3, 
as follows: 

“There shall be no obligation on 
part of the company either to connect 
or remain connected with any con- 
sumer’s wiring or facilities when the 
installation is not made and main- 
tained in accordance with the provi- 
sions of the National Electrical Code 
and company’s requirements or when 
the certificate of compliance with the 
regulations of the National Board of 
Fire Underwriters, issued by the 
Middle Department Rating Associa- 
tion or the municipal inspection bureau 
has not been issued.” 

The question in this case is whether 
or not revised Rule 3 of the Metro- 
politan Edison Company which pro- 
vides that before electric service is 
connected a certificate of compliance 
issued only by the Middle Department 
Rating Association or the municipal 
inspection bureau be secured, is a rea- 
sonable rule. 

Hearing has been held. From the 
record it appears that two inspectors 
of the Lancaster and Suburban Elec- 
trical Inspection Company, Inc., con- 
tinued to perform the same character 
of inspection work as they performed 
for many years for the Middle De- 
partment Rating Association, whose 
certificate respondent states it relied 


upon. The record shows one of the 
inspectors was formerly in the employ 
of respondent in a responsible posi- 
tion, and subsequently an inspector 
for the Middle Department Rating 
Association during thirteen years, im- 
mediately preceding his present work 
as inspector for the Lancaster Com- 
pany. The other was an inspector for 
the Middle Department Rating Asso- 
ciation for about six years immediate- 
ly preceding his present work as in- 
spector for the Lancaster Company. 
The record does not disclose that re- 
spondent refused to accept certificates 
secured from the Middle Department 
for inspections made by these same 
inspectors, whose inspections respond- 
ent now refuses to accept contending 
it has no knowledge of their compe- 
tency. 

From the record, the Commission 
is not convinced that respondent’s re- 
quirement that it will accept only cer- 
tificates of compliance produced from 
the Middle Department Rating Asso- 
ciation before electric service is sup- 
plied is fair, just, or reasonable, but 
on the contrary it appears that such 
requirement is unfair, unjust, and 
unreasonable, imposing payment of 
larger inspection fees upon its cus- 
tomers but affording no greater pro- 
tection to them and making no addi- 
tion to the promotion of public safe- 
ty 


[1] With respect to the jurisdic- 
tion of the Commission, “The com- 
pany may manage its own affairs and 
neither the Commission nor the court 
is authorized to interfere, except for 
the special purposes mentioned in the 


Public Utility Law.” Superior court 
in Pennsylvania Power & Light Co. v. 
Public Service Commission (1937) 
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128 Pa. Super. Ct. 195, 19 P.U.R. 
(N.S.) 433, 443, 193 Atl. 427. 

Article 4, § 412, of the Pennsyl- 
vania Public Utility Law (66 PS 
§ 1182) provides: “The Commission 
may, after reasonable notice and hear- 
ing, upon its own motion or upon 
complaint, prescribe as to service and 
facilities, just and reasonable stand- 
ards, classifications, regulations, and 
practices to be furnished, imposed, ob- 
served, and followed by any or all 
public utilities.” 

The Commission is of the opinion 
that § 412 is a definite reference in 
the Public Utility Law to the subject 
matter of this controversy. 

[2] Upon a full consideration of 
the record herein, the Commission is 
of the opinion and finds that respond- 
ent’s refusal to accept certificate of 
compliance secured only from the 
Middle Department Rating Associa- 
tion or the municipal inspection bureau 
is unreasonable and that the within 
rule should be made absolute. Re- 
spondent claims that these inspections 
are matters entirely within its dis- 
cretion, and that the Commission is 
without jurisdiction. The Commis- 
sion does not accept this theory. The 
jurisdiction of the Commission to go 
into matters of adequacy and safety 
of service and the reasonableness of 
requirements upon consumers in con- 
nection with it cannot be doubted. 


The motion to dismiss for lack of jy. 
risdiction must consequently be de. 
nied ; therefore, 

Now, to wit, March 14, 1938, it is 
ordered: That respondent’s motion to 
dismiss be and is hereby denied. 

It is further ordered: That the ruk 
issued in this proceeding on May 3, 
1937, be and is hereby made absolute. 

It is further ordered: That Metro- 
politan Edison Company, respondent, 
within thirty days from the service of 
this order, file with the Commission 
as a part of its tariff a rule effective 
upon ten days’ notice, revising the 
third paragraph of Rule 3 of Tariff P. 
U. C. Pa. No. 32, first revised page 
No. 6 (now Tariff Electric Pa. P. U. 
C. No. 33, original page No. 6), to 
provide for the acceptance by respond- 
ent of certificates of compliance issued 
by any competent inspection as fol- 
lows: “There shall be no obligation 
on the part of company either to con- 
nect or remain connected with any 
consumer’s wiring or facilities when 
the installation is not made and main- 
tained in accordance with the provi- 
sions of the National Electrical Code 
and company’s requirements or when 
the certificate of compliance with the 
regulation of the National Board of 
Fire Underwriters, issued by the Mid- 
dle Department Rating Association or 
the municipal inspection bureau or by 
any competent inspection agency, has 
not been issued.” 
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OHIO PUBLIC UTILITIES COMMISSION 


Re The Ohio Fuel Gas Company et al. 


[No. 10124.] 


Consolidation, merger, and sale, § 36 — Grounds for disapproval — Lack of oper- 


ating rights. 


Authority for a natural gas company to sell its property, but not its fran- 
chise to a company supplying artificial gas in a part of the same city should 
be denied when the artificial gas company (proposing to furnish mixed gas 
to all customers) operates without a franchise and solely by sufferance on 
the part of the city and cannot lawfully operate the property sought to be 


acquired. 


Franchises, § 56 — Expiration — Continued operation. 
Discussion of the operating authority of a gas utility company which has 
been operating in part of a city either under an old limited-term ordinance 
of a predecessor or by mere sufferance of the city, p. 16. 

Service, § 335 — Gas — Natural, artificial, or mixed — Municipal regulation. 
Discussion of regulation by municipal ordinance of the heating quality of 
natural, artificial, or mixed gas, p. 18. 


Rates, § 379 — Gas — Thermal basis for charging. 
Discussion of the desirability of charging for gas on the heat unit basis, 


p. 18. 


{March 30, 1938.] 


b hwy application by gas utility companies for authority to 
sell and to buy property; denied. 


By the Commission: This day 
this matter, after full hearing, came 
on for final consideration upon the 
joint and separate application of The 
Ohio Fuel Gas Company and The 
Northwestern Ohio Natural Gas Com- 
pany for the consent and authority of 
this Commission for 

1. The sale by said The Northwest- 
ern Ohio Natural Gas Company and 
the purchase by said The Ohio Fuel 
Gas Company of the physical prop- 
erty comprising the distribution mains 
of said The Northwestern Ohio Natu- 
tal Gas Company, the services, meters, 


regulators, and other miscellaneous 
personal property, ten tracts of land 
and buildings thereon, used and use- 
ful in the furnishing of natural gas 
to the public and private consumers 
thereof in the city of Toledo, but not 
the franchise or contract to furnish 
natural gas service in the city of To- 
ledo. 

2. The issue, by said The Ohio Fuel 
Gas Company in payment of such 
physical property, of 60,247 shares 
of its common capital stock. 

3. The discontinuance and abandon- 
ment of the furnishing of natural gas 
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service in said city of Toledo and the 
unincorporated territory immediately 
adjacent thereto by said The North- 
western Ohio Natural Gas Company 
and the inauguration by said The 
Ohio Fuel Gas Company in said city 
of Toledo and the unincorporated ter- 
ritory immediately contiguous there- 
to, of a mixed gas service for which 
it proposes to establish the following 
schedule for domestic consumption 
and usage: 
Character of Service 

Gas service under this schedule shall be 
mixed gas (natural and artificial gas) having 


a minimum heating value of 850 B.T.u. per 
cubic foot. 


Billing Unit 

The billing unit shall be designated as the 
Toledo gas unit, which shall be a unit of 
heating value equivalent to 85,000 s.t.v. 


Rate per Meter per Month 

First 5 Toledo gas units, or less 25.0¢ per 
Excess over 5 Toledo gas units, 5.5¢ per 
a monthly charge, $1.25. 

A delayed payment charge of 5 per cent but 
which in no instance shall be less than 10 
cents, shall be added to the above charge if 
not paid within ten days after the bill for 
the monthly reading period has been issued. 
the testimony and exhibits offered and 
introduced in evidence upon such hear- 
ing, the motions of the city of Toledo 
and of the commissioners of Lucas 
county, Ohio, and the argument of 
counsel. 

The Commission, being fully ad- 
vised in the premises, finds: 

That said The Northwestern Ohio 
Natural Gas Company is engaged in 
the business of supplying natural gas 
for lighting, power, and heating pur- 
poses to consumers within the city of 
Toledo, and is a natural gas company, 
serving approximately 60,000 custom- 
ers. 

That said The Northwestern Ohio 
Natural Gas Company began and con- 


23 P.U.R.(N.S.) 


tinues to carry on its operations as, 
natural gas company in said city of 
Toledo under and by virtue of an jp. 
determinate franchise granted it, or 
its predecessors, by said city. 

That said The Ohio Fuel Gas Com. 
pany is engaged in the business of 
supplying artificial or mixed gas for 
lighting, power, and heating purposes 
to consumers in the city of Toledo, 
serving some 12,000 customers, and is 
a gas company as defined by statute. 

That said The Ohio Fuel Gas Com. 
pany began its operations as a gas 
company in said city of Toledo under 
and by virtue of a franchise granted 
to its predecessor by said city in the 
year 1854; said franchise was for a 
period of ten years and has long since 
expired ; that such operations or dis- 
tribution of artificial or mixed gas 
by said company has for many years 
last past, and for many years after 
the expiration of said franchise been, 
and still is, confined to a comparative- 
ly small portion or area of said city 
and has not been provided to all por- 
tions nor to all the citizens of said 
city; that said operation and business 
on the part of said company has been 
permitted solely by sufferance on the 
part of said city and that the city of 
Toledo is not in any way estopped to 
resist and object to or to deny any 
right of extension of the business of 
said company in the distribution of 
artificial or mixed gas to citizens of 
said city in territory not now served 
by it in said city. 

That said The Ohio Fuel Gas Com- 
pany, upon acquiring the property of 
The Northwestern Ohio Natural Gas 
Company, will not furnish and supply 
natural gas in the city of Toledo, but 
proposes to and will confine its busi- 
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ness to that of supplying a mixed gas 
(a gas consisting of a mixture of arti- 
ficial gas and natural gas), to the con- 
sumers of gas in said city of Toledo 
consisting of the present 60,000 users 
of natural gas and 12,000 users of 
artificial or mixed gas, the proposed 
mixed gas to have a heat content vary- 
ing from 850 to 1,000 B.T.U. per 
cubic foot ; and proposes to charge for 
such gas a rate higher than that now 
charged the present users of natural 
gas and somewhat lower than that 
now charged the present users of arti- 
ficial or mixed gas ; 

That no franchise has been granted 
to nor are any rights possessed by The 
Ohio Fuel Gas Company for the ex- 
tension, in face of opposition by the 
city of Toledo, of its present service 
of artificial or mixed gas or proposed 
service of mixed gas to the citizens of 
said city and said The Ohio Fuel Gas 
Company would, therefore, if author- 
ized to acquire the said property of 
The Northwestern Ohio Natural Gas 
Company, be without-right, franchise, 
or other authority to engage in the 
business of supplying mixed gas as 
proposed by it to the citizens of said 
city served by such facilities. 

And upon consideration of the fore- 
going, the Commission not being sat- 
ised that The Ohio Fuel Gas Com- 
pany can lawfully operate, in connec- 
tion with the property it now owns 
and operates in the city of Toledo, the 
property sought to be acquired from 
The Northwestern Ohio Natural Gas 
Company in the manner and for the 
purposes desired, and not being satis- 
fied the prayers of the petition herein 
should be granted or that the proposed 
abandonment or withdrawal of natu- 
ral gas service is reasonable, having 
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due regard for the welfare of the pub- 
lic and the cost of operating said serv- 
ice, it is, 

Ordered, that the authority asked 
in said application be and hereby the 
same is denied. 

To which order of the Commission 
denying their said application and dis- 
missing their said petition, said The 
Ohio Fuel Gas Company and said 
The Northwestern Ohio Natural Gas 
Company each then excepted, here 
now except, and their exceptions here 
are noted of record. 


Dun avy, Commissioner, in sep- 
arate opinion: On the 29th day of 
April, 1937, the above-entitled appli- 
cation was filed with the Commission 
where in effect the said The Ohio Fuel 
Gas Company made application to 
purchase from The Northwestern 
Ohio Natural Gas Company the nat- 
ural gas distribution plant in Toledo, 
and to issue some 60,000 shares plus 
of its common capital stock for the 
acquisition thereof. 

The Ohio Fuel Gas Company is 
furnishing artificial gas in the city of 
Toledo to approximately 12,000 con- 
sumers, and The Northwestern Ohio 
Natural Gas Company is selling natu- 
ral gas to approximately 60,000 con- 
sumers. Substantially all of these 
72,000 users of gas are inhabitants, 
citizens, and residents of the city of 
Toledo, Ohio. This joint and sepa- 
rate application of the two companies 
was, in substance, an application to 
furnish mixed gas to all of the con- 
sumers above referred to. 

There had been pending before this 
Commission an application on the part 
of The Ohio Fuel Gas Company to 
increase and have a modification of 
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rate of manufactured gas for those 
12,000 consumers above referred to. 
This application for increase and mod- 
ification of rate to the consumers of 
manufactured gas was filed before this 
Commission October 4, 1935; that the 
same was before the Commission on 
various phases involved therein and 
eventually, to wit; on the 16th day of 
April, 1937, an entry was agreed to, 
signed by the law firm of Eagleson & 
Laylin, representing The Ohio Fuel 
Gas Company, and by Martin S. Dodd 
and the firm of Bricker, Power & Bar- 
ton, representing the city of Toledo, 
Ohio. This order was approved by 
The Public Utilities Commission of 
Ohio and entered as of the 16th day 
of April, 1937, and is now in full 
force and effect in the city of Toledo, 
Ohio. This order, or I might say, 
approved order, which was agreed to 
by the city and by the company, fixing 
the maximum rate for manufactured 
gas which was to contain not less than 
600 B.T.U. per cubic foot, and said 
schedule of rates were substantially as 
follows : 


30¢ per 100 cu. ft. for the first 500 

10¢ per 100 cu. ft. for the next 1,500 

74¢ per 100 cu. ft. for the next 3,000 

64¢ per 100 cu. ft. for the next 195,000 and 
54¢ per 100 cu. ft. for all in excess of 200,000. 


A minimum charge for each con- 
sumer for each month of $1.50 was to 


prevail. A delayed payment charge 
of 5 per cent, which in no instance 
shall be less than 10 cents, was to 
be added to the above charge if not 
paid within ten days after the bill for 
the monthly reading period had been 
issued. 

I cite this agreed entry or order for 
the purpose of comparison with what 
the users of natural gas must pay ei- 
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ther under the rate now in effect o 
hereinafter to become effective, ang 
one can readily notice that the 

for the artificial gas with only a 
proximately one half the heating unit 
is much in excess of the price for nat. 
ural gas. 

The Commission has concluded 
that the joint application for purchas 
and sale, and the initiating of a mixed 
gas service for all of the consumers, 
both artificial and natural, in the city 
of Toledo should not be permitted 
under the application thus on file for 
that purpose. The Commission, after 
a full hearing on this matter, has de- 
cided that this disposition be made of 
the application. This, of course, does 
not prevent the city from so doing, if 
it sees fit. 

The Ohio Fuel Gas Company has a 
large investment in the city of Toledo 
and whether it is operating either un- 
der an old ordinance of many years 
standing, which was obtained by its 
predecessor, or under mere sufferance 
by the city of Toledo, seems to be not 
so material. The fact remains that it 
is established in said city either under 
one method or the other, and under 
the law of Ohio cannot be disturbed 
or removed without the consent of 
the Public Utilities Commission of 
Ohio. The evidence is quite conclu- 
sive that the city has known of its 
activities and its service to the public 
and has joined with the company in 
the making of extensions and repairs 
and various sundry uses of the streets 
and alleys in the service to the people 
in said city of Toledo. All of these 
operations on the part of the company 
have been, to say the least, in accord- 
ance with the use of its property dedi- 
cated to public service for the purpose 
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of serving artificial gas to the twelve 
thousand inhabitants above referred 
to, so that there can be no question but 
that The Ohio Fuel Gas Company is 
using the streets, alleys, and other 
rights in connection with the opera- 
tion of its artificial gas plant legally 
This is particularly true in that an 
agreed rate and order was entered into 
by the city and the company in ac- 
cordance with the Entry filed with the 
Public Utilities Commission of Ohio 
as of April 16, 1937, fixing the rates 
therein agreed to. 

The unfortunate thing concerning 
this joint application to buy and sell 
and furnish a mixed gas service, and 
its denial by the Commission is that 
it by no means settles the gas question 
in the city of Toledo, and it seems, in 
justice to all of the inhabitants that 
the question as to a proper service at 
a reasonable rate should be determined 
at the least cost to the municipality 


and to the company, and that there is 
a problem in the city of Toledo which 
should not be played -with but should 
be decisively handled and determined 
as promptly as possible, taking into 
consideration all of the elements there 
involved. 


The Public Utilities Commission 
of Ohio is a statutory body having 
only such power as is given to it by 
the statutes of the state of Ohio and 
beyond which it cannot go. The ap- 
plication for the change of rates in 
the artificial plant has been disposed 
of as far as this Commission is con- 
cerned and now the order is in effect 
in said city. This joint application is 
now disposed of so far as the Com- 
mission is concerned, but there is still 
pending before the Commission not 
less than two cases involving the price 
[2] 


of natural gas to be served in said city. 
The supreme court of Ohio has re- 
cently decided that an application of 
the company to the Commission to 
fix a fair and reasonable rate passes 
out of the picture whenever an ordi- 
nance is passed by the city of Toledo 
after the application was filed before 
the Commission. I have reference to 
the recent decision in the Norwalk Case 
(20 P.U.R.(N.S.) 284 [23 P.ULR. 
(N.S.) —, 13 N. E. (2d) 721]). So 
one can readily see that the gas problem 
is far from being concluded in the city. 

This Commission has no equity 
powers, but purely statutory powers, 
given it expressly by the legislature. 
It is of interest to note that im the 
hearing on this joint application evi- 
dence was introduced which disclosed 
the fact that there is another impor- 
tant question involved in this gas mat- 
ter over which perhaps this Commis- 
sion has very little, if any, authority 
to control, but yet it seems it is a ma- 
terial element for the city of Toledo to 
take into consideration in working 
out some satisfactory adjustment. of 
the problem involved. I refer to the 
testimony of Mr. Edward L. Clair, 
manager of the Interlake Iron Cor- 
poration of Toledo. Here is a large 
blast furnace industry, employing 
more than 500 men; has had no 
strikes, at least recently, and has been 
operating quite steadily for many 
years. It has a total yearly payroll of 
more than $950,000 and pays local 
taxes of more than $57,000. Its local 
purchases involves more than $260,- 
000 and its total purchases, other than 
raw materials, amounts to more than 
$780,000 and the value of its raw ma- 
terials consumed including coal, 
amounts to more than $5,000,000. 
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Total in-bound freight amounts to 
nearly $2,500,000, and __out-bound 
freight more than $615,000. 


It seems to me that this industry 
affects materially the industrial situ- 
ation in the city of Toledo and is an 
important factor which the city of 
Toledo should take into account in 
the handling of this problem. I say 
this based upon the evidence because 
the manager testified that the sale of 
the by-product from this blast fur- 
nace industry in the way of artificial 
gas to The Ohio Fuel Gas Company at 
the rate of 14.17 cents per thousand 
cubic feet amounted to approximately 
$450,000 in 1936. He testified fur- 
ther that this was an important factor 
in the operation of this large industry 
and that there is in existence a con- 
tract with The Ohio Fuel Gas Com- 
pany to purchase this by-product for 
a term which expires, according to my 
recollection, in 1947, 

I can conceive of the possible loss 
of this industry to Toledo and per- 
haps a very large law suit as against 
The Ohio Fuel Gas Company if it 
failed to use this gas in accordance 
with its contract, and I can see that 
the city of Toledo has some responsi- 
bility in connection with this condi- 
tion, as it has permitted and counte- 
nanced the artificial gas business from 
its inception up to and including the 
16th day of April, 1937, when it 
agreed to a price on this product to 
the consumers in the city of Toledo. 

Section 3989 of the General Code 
of Ohio provides, among other things, 
that where artificial gas is to be used 
that the municipality should retain un- 
to itself the right to determine the 
quality of said gas and also the kind 
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of meter to be used. This would give 
to the city of Toledo, in the fixing of 
a gas ordinance, a right to do certain 
things in connection with its gas sery. 
ice, if it so decided. 

So far as the consumer is concerned, 
what he is primarily interested in is, 
first, heat units, and second, a fair 
price. The consumer doesn’t care 
particularly whether it is natural, arti- 
ficial, mixed or what not if he gets 
the proper heating facility and unit at 
the proper price. Measuring devices 
are now accessible for measuring heat 
units and, after all, that is what one 
should pay for. When you use the 
cubic foot measurement you can 
readily see what happens. When a 
cubic foot of artificial gas goes 


through the meter, it delivers only 600 
B.T.U. or British thermals of heat, and 
when a cubic foot of natural gas goes 
through your meter, it delivers ap- 
proximately twice as many heat units 


in the same measurement, or 1,050 
B.T.U. So that it does not take any 
heavy or weighty degree of intelli- 
gence to understand that measuring 
by the cubic foot is not the right and 
proper standard in buying of gas. 
Great Britain awakened to this fact 
nearly twenty years ago and since 
1918 has been regulating the price of 
its gas on the British thermal unit or 
heat unit basis. 

To me it is an outrage that the con- 
sumers of artificial gas in the city of 
Toledo are compelled to pay the price 
for artificial gas, to wit: nearly three 
times as much with half the heat units, 
as the users of natural gas. It seems 
that all the citizens of the city of To 
ledo are entitled to equal rights and 
that it is not only the duty of the city 
and the company to see that these peo- 
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ole are equally and fairly treated, but 
is also the duty of the 60,000 users of 
natural gas to be fair and considerate 
as to their 12,000 brother citizens who 
happen to be living along the lines of 
the artificial gas distribution system. 
I do not want to be misunderstood 
that the natural gas advantages should 
be entirely sacrificed for the benefit of 
the artificial users, but what I mean to 
convey is that, in my opinion, a fair 
rate should be fixed for both, and I 
feel that it could be done on a heat 
unit basis and rates adjusted accord- 
ingly to bring this about. By the use 
of a therm measuring device, which 
measures the heat units, the artificial 
users of gas would pay for the heat 
units they use and the natural gas 
users would pay for the heat units 
they use. I doubt very much the au- 
thority of the Commission where ar- 
tificial gas is being used, and when I 
say artificial gas, I include mixed gas, 
to fix the quality or designate the 
measuring device, and on that basis I 
concur in the opinion of the Commis- 
sion that it has no authority to force 
upon the citizens in the city of Toledo, 
in the first instance, this new service, 
but I can readily see how the city of 
Toledo could, under the authority 


granted it by statute, agree that either 
a mixed gas service be given or that 
the artificial plant could operate and 
the natural gas plant operate and if 
each were utilized on the basis of sell- 
ing heat units to the consumers, an 
equitable and fair rate could be worked 
out and thus all of the people of the 
city of Toledo have a solution to the 
gas problem that now exists and which 
is far from being solved in this partic- 
ular proceeding. 

The Bureau of Standards at Wash- 
ington says that the only fair and prop- 
er way to sell gas, either artificial or 
natural, is on the heat unit basis, but 
adds that the public is not sufficiently 
cognizant of the methods as yet and 
are afraid to adopt the new method. 

This Commission has no authority 
to grant a franchise and can only meet 
the problems that come before it in the 
manner provided by law. The offi- 
cials in the city of Toledo are reason- 
able men of intelligence and if they 
will sit down with their advisers 
and with the officials of the company, 
they are just as competent to handle 
this question as is any member of the 
Commission or the Commission in its 
entirety, and I am sure it could be 
more promptly reached in this manner. 





CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re Mystic Valley Water Company 


[Docket No. 6569.] 


Service, § 473 — Water — Industrial users — Storage facilities of customer. 
1. Installation of storage tanks by an industrial user of water, to provide 
maximum draught of water and a reserve for fire protection, is not an in- 
dication that the water supply is inadequate when there is no evidence to 
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show a lack of continuity or insufficiency of flow during a period of several 
hours, since such reserve capacity is commonly expected in the case of in- 
dustries requiring an abnormal volume in a brief period, p. 26. 


Return, § 22 — Maintenance of service — Plant improvement. 
2. Aside from the rights of a water company to receive adequate return on 
improvements made pursuant to the expressed desires of patrons and orders 
of the Commission, an injustice would be done if an inadequate return be 
ordered by the Commission, not only to the company but very likely also to 
the public it serves, since the continuation of good service depends to a great 
extent on the revenues from rates, p. 27 


Valuation, § 210 — Standby pumping equipment. 
3. Standby pumping equipment should be included as used or useful in the 
public service, when a water utility would be obliged to provide some such 
equipment for emergency fire protection service, even though the equipment 
is old and its value is not of great amount, p. 28. 


Valuation, § 193 — Property used or useful — Unused pipe lines. 
4. A river pipe crossing of a water utility cannot be considered as used and 
useful in the public service, and its cost should, therefore, be excluded from 
the original cost and from the estimate of reproduction cost when, after 
springing a leak, the pipe was shut off and has not been used, tested, or 
flushed out by the company and it is not practicable to repair it, p. 28. 


Valuation, § 216 — Unused real estate — Construction site. 
5. A lot purchased several years ago by a water utility to be used for con- 
struction of an additional reservoir or standpipe must be considered as not 
used or useful property when it has not been so used, p. 28. 

Valuation, § 237 — Property rented to employee. 
6. An engineer’s house and garage rented by a water utility company to an 
employee, from which the company receives revenue should be considered 
as property not used and useful in the public service, p. 28. 
§ 296 — Minimum bill — Combination of meter and water charge. 
7. A combination of meter and water charge in a periodical minimum bill 
is more acceptable than a minimum rate as a meter charge separate from any 
water consumed, p. 29. 
§ 314 — Combined billing — Theoretical meter charge — Industrial con- 

sumers. 

8. Substitution of a theoretical meter charge for the combination of the 
proper charges for the actual meters in computing water charges for large 
industrial consumers does not have the approval of the Commission, since 
it is difficult to determine the extent to which such 2 practice may be 
restricted and avoid discrimination ; the computation of earnings should be 
made by considering each meter as a separate unit but combining the 
amounts of water taken at one customer’s premises, p. 30. 

Rates, § 151 — Reasonableness — Comparison — Present and past rates. 
9. Comparison of proposed rates and those formerly charged is no more 
conclusive that the new charges are higher than they should be than that 
the old charges have been too low, p. 32. 

Rates, § 619 — Public fire protection — Proximity of natural sources of supply. 
10. Consideration of the proximity of natural sources of water supply is 
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improper in determining the amount of revenue to be allocated to public 
fire protection service, since this would involve no more than a mere esti- 
mate of its value, indeterminate and not fair to consider, and besides if 
this were done in order to provide the necessary return, the rates and 
charges for other classes of service would have to be increased to make up 
the amount of the assumed reduction; and, furthermore, it might fairly be 
conceived that if this auxiliary service were not available, the company’s 
plant might have been larger and the charges for all classes of service made 
greater thereby, p. 32. 
§ 130 — Adequacy of service — Fire protection. 
11. Fire protection service is worthy of fair compensation even though it 
does not attain desired standards, p. 34. 
§ 134 — Comparison — Fire-hydrant rates. 
12. Comparisons of fire-hydrant rates in different communities, although 
interesting, are not significant as to whether any rate is too high or too 
low, p. 34. 
§ 621 — Fire protection charges — Inch-foot basis. 
13. Fire protection charges, except possibly in special cases, should be 
computed on the inch-foot basis with an added nominal charge per hydrant 
to serve as direct compensation for rental, inspection, and maintenance, 
p. 35. 
§ 148 — Reasonableness — Dividend payments. 
14. Dividends paid by a public utility have no bearing upon the determina- 
tion of fair value or rate of return, p. 36. 
§ 124 — Reasonableness — Effect of receivership proceedings — Fair 
value and return. 

15. Receivership proceedings resulting in purchase of property by a water 
utility company can have no bearing in the determination of fair value of 
the property of the company for rate-making purposes or fair return there- 
on, p. 37. 

Rates, § 153 — Reasonableness — Intercorporate relations. 
16. Financial obligations of an operating company to its parent holding 
company or to others are of no moment in the determination of fair value 
or the fair return thereon, p. 37. 


Expenses, § 84 — Payment to holding company — Management. 

17. The expense of nonresident supervision of a relatively small public 
utility property, the advantage of which must accrue largely to the holding 
company, should be borne by the holding company and ratepayers should 
not be charged any more than a reasonable amount for general and miscel- 
laneous expenses, p. 38. 

Rates, § 622 — Public fire protection — Increase to compensate for tax burden. 
18. An increase in local taxes assessed against a utility, which results in 
such a substantial increase in the utility’s expenses as to warrant an in- 
crease in rates, can most fairly be offset by an increase in the charge for 
fire protection service in the community served, p. 39. 


Valuation, § 29 — Comparison of fixed capital — Different companies. 
19. A comparison of the amount of fixed capital of different companies 
serving substantially the same population cannot be justified, in view of the 
different conditions under which they may operate, p. 41. 
21 23 P.U.R.(N.S.) 
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Depreciation, § 22 — Arbitrary allowance — Relation to operating revenues, 


20. Determination of annual depreciation accrual by setting up an amount 
calculated on the basis of 124 per cent of operating revenues of a water 
utility, less the amount of expenditures for maintenance, was held to he 
unscientific and without merit, p. 41. 


Depreciation, § 26 — Inadequate reserve — Annual allowance. 


21. Ratepayers of the present day should not be required to pay for pas 
deficiencies in creating a depreciation reserve, p. 42. 


Revenues, § 2 — Estimates. 


22. It is not reasonable, especially in the face of declining operating in- 
come, to determine from the average of the operating income over a period 
of years any estimate of what the minimum amount should be, p. 46. 


Return, § 115 — Water utility. 
23. A return of 6 per cent was 


established as a fair rate of return for a 


water utility, but the Commission determined that the company should not 
receive more than the return it had requested, which represented 5.6 per 
cent on the fair value determined, p. 46. 


[March 


15, 1938.] 


] NVESTIGATION of rates of a water utility company; rate sched- 


ules established. 


APPEARANCES: Edward M. Day, 
for the Mystic Valley Water Com- 
pany; Frank L. McGuire and Francis 
F. McGuire, for the Rossie Velvet 
Company and the American Velvet 
Company; Benjamin H. Hewitt, for 
the Mystic fire district; Robert P. 
Anderson, for the borough of Ston- 
ington. 


By the Commission: In Docket 
No. 6093 the Commission issued to 
the Mystic Valley Water Company an 
order dated December 10, 1934 and 
a further order dated January 30, 
1935, establishing rates for all its wa- 
ter service for domestic, commercial, 
and industrial consumers, but without 
change in rates for fire protection, ei- 
ther public or private, to be applied by 
that company after it had complied 
with the Commission’s order for the 
installation of a filtration plant and 
23 P.U.R.(N.S.) 


* 


meters, said rates to be effective for 
a sufficient period to determine the 
company’s earnings thereunder. 

A 12-month period of operation 
under these new rates, ending June 30, 
1936, with all service metered, result- 
ed in operating revenue of $71,060 
and operating income of $27,811. 
After the completion of this 12- 
month period the company made an 
analysis of its consumption data and 
revenues therefrom and separate stud- 
ies thereof were made both by the 
company and by the chief engineer of 
the» Commission. Further similar 
studies were made after the consump- 
tion data for the ensuing quarter, end- 
ing September 30, 1936, were avail- 
able. The report in this matter, made 
by the Commission’s chief engineer, 
E. Irvine Rudd, dated November 5, 
1936, and made a part of the record in 
this proceeding, indicated the revenue 
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under the present rates and suggested 
anew revised schedule of rates to yield 
a slightly larger revenue. 

It should be noted, however, that 
these rate studies by the company and 
the Commission’s chief engineer were 
accomplished without any determina- 
tion of fair value of the company’s 
property, and that the estimate of re- 
quired operating revenues was based 
only upon the company’s expenses and 
a reasonable return upon the amount 
of fixed capital, plus materials and 
supplies and working capital. 

The company felt that this schedule, 
suggested by the Commission’s en- 
gineer, was not altogether satisfactory 
and should be modified and, therefore, 
the company on September 22, 1937, 
filed a new schedule of rates to be ef- 
fective November 1, 1937, and there- 
after, on October 5, 1937, the Com- 
mission, on its own motion, gave no- 
tice to all interested parties that it 
would hold a hearing on October 18, 
1937, when all might be heard in this 
matter. This action by the Commis- 
sion served to act as a stay and sus- 
pended the application of the proposed 
rates until further order by this Com- 
mission with respect thereto, so that 
at present the rates prescribed by the 
Commission in Docket No. 6093 are 
still in effect. The hearing was held 
and was continued until October 27, 
1937, and again until November 15, 
16, 17, and November 18, 1937, when 
it was concluded. On December 13, 
1937, a memorandum was filed with 
the Commission by Roscoe K. Bur- 
rows, who is clerk of the board of se- 
lectmen of the town of Stonington, 
and thereafter the five parties in inter- 
est each filed a brief, the Rossie Velvet 
Company and the American Velvet 


Company on December 23, 1937, and 
the Mystic fire district, the borough 
of Stonington, and the company on 
December 27, 1937. 

The Commission proposes herein- 
after, in connection with this finding, 
to consider and discuss at length many 
features of the evidence introduced, 
to the end that a better understanding 
may be reached with respect to those 
items bearing directly upon the deter- 
mination of the fair value of the com- 
pany’s property used and useful in the 
public service, the fair rate of return 
thereon, the allocation of charges to 
the several classes of service, and the 
schedule of rates for each class re- 
quired to produce the operating reve- 
nues adequate to meet the company’s 
necessary operating expenses and yield 
the return allowed. 

While the discussion may appear un- 
necessarily long, especially with re- 
spect to some matters not directly rele- 
vant or only indirectly so, it will be 
fully carried out not only. because of 
the very general interest of parties in 
the communities representing each 
class of water service involved, but also 
because it seems desirable to clear 
away the confusion which may arise 
if the development of a finding is con- 
fined closely to a consideration and 
discussion of the matters which are 
strictly relevant to the Commission’s 
determination. 


Description of the Property 


The Mystic Valley Water Company, 

a Connecticut corporation, was organ- 
ized in 1887 and the system began op- 
eration in 1888, the original construc- 
tion being completed in 1889. Since 
then it has been extended and improved 
23 P.U.R.(N.S.) 
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884,000 gallons for August, 1936, the 
month of the highest consumption, 


from time to time, as hereinafter out- 
lined, so that it now serves about 999 
customers in the Mystic fire district, 
within the town of Stonington, and to 
a small extent the town of Groton, and 
about 609 in the town of Stonington 
and the borough of Stonington. 

The source of supply is Copp’s 
brook, the water from which is collect- 
ed in two reservoirs, each with a dam, 
Dean’s pond above, and Palmer’s pond 
below, all in Stonington, with total 
storage capacity of 120,000,000 gal- 
lons. The water from Palmer pond 
is passed through the filtration plant 
for removing color, taste, and vege- 
table matter, and after chlorination is 
pumped into the distribution reservoir, 
located near Montauk avenue, with 
storage capacity of 2,000,000 gallons. 
An elevated tank west of the Mystic 
river on a hill in Mystic serves as a 
supplemental reservoir with storage ca- 
pacity of 100,000 gallons. From the 
distribution reservoir one 10-inch main 
extends southeasterly about 2 miles to 
Stonington and another 10-inch main 
southwesterly about 24 miles to Mys- 
tic. The distribution systems in Ston- 
ington and Mystic consist of cast iron, 
wrought iron, and galvanized steel 
pipe. 

Fire protection service is afforded 
these communities through 152 hy- 
drants, 98 in Mystic, and 54 in Ston- 
ington. 

The watershed tributary to the com- 
pany’s reservoirs has an area of about 
6 square miles, with a safe yield of 
about 750,000 gallons per day in a dry 
season and is estimated to sustain an 
average draught of 1,000,000 gallons 
daily, which appears adequate as the 
average daily consumption was 633,- 
000 gallons for the year 1936 and 
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Improvements in the Company's Play 


The record and order in Docket No, 
4439, issued by this Commission um. 
der date of May 4, 1925, PUR 
1925D, 385, were made a part of the 
instant proceeding. In that Docket the 
Commission recommended the instal- 
lation of meters to conserve the use of 
water. 

It appeared in evidence in that case, 
and in Docket No. 5093, that the stor- 
age capacity of the company’s plant 
(then estimated to be 60,000,000 gal- 
lons) was inadequate not only for the 
purpose of the largest industrial us- 
ers of water, the Rossie Velvet Com- 
pany, the American Velvet Company, 
and the Atwood Machine Company, 
but also for the Standard Machine 
Company and other consumers taking 
smaller quantities; the Rossie Velvet 
Company claiming that the operation 
of its dye-house involved the use of 
a large volume of water, and the 
American Velvet Company claiming 
that its use of water in its dye-house 
then and in the future would sub- 
stantially equal the amount of water 
used by all other patrons of the com- 
pany in the borough of Stonington 
and that the requirements would ex- 
ceed the then storage capacity of the 
company. 

In Docket No. 5093 these parties 
and the borough of Stonington, the 
town of Stonington, and the Mystic 
fire district, joined in the petition for 
increased storage capacity, not only 
for general purposes but also to pro- 
vide better fire protection service, be- 
cause the company had failed to fully 
comply with the Commission’s order 
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for increased storage capacity, since 
it had not enlarged the Palmer pond 
dam as ordered in Docket No. 4439. 
Pursuant to the Commission’s original 
and supplemental orders in Docket No. 
5093, made in 1928, the company en- 
larged the Palmer pond dam in 1929 
which thereafter and now provides 
120,000,000 gallons storage capacity, 
and while this did not improve the 
water pressure, fire protection service 
had been improved by the installation 
of a standpipe and 10-inch main in 
1927, which increased the available 
water pressure, and was further im- 
proved on account of the added stor- 
age of water in 1929. 

The enlargement of the Palmer pond 
dam was done at an expense stated to 
be about $92,800, which was consid- 
erably in excess of the estimate in ad- 
vance of construction, and though 
question was raised as to the substan- 
tial amount of the expenditure, it does 
not appear to be excessive in the opin- 
ion of the Commission’s engineers, in 
consideration of the estimated repro- 
duction cost of about $98,000 based 
on 1929 prices submitted by the com- 
pany’s engineer and since there is no 
evidence that the work might have been 
done for a lesser amount. 

It is within the knowledge of the 
Commission’s engineers that when the 
Palmer dam was rebuilt it was found 
that the old dam could not be extend- 
ed and improved and the company re- 
moved a very substantial part of it. 
But there is no indication in the sub- 
sequent reports to the Commission 
that any part of the cost of this old 
dam was retired from the fixed capital 
account and charged to the deprecia- 
tion reserve, so it is a fair assumption 
that it still remains; and this will be 


taken into consideration in the use of 
the amount of fixed capital as an in- 
dex of fair value. 

The increase in rates authorized by 
the Commission in Docket No. 4439 
was by reason of the necessity of 
meeting the increased expense to the 
company on account of the improve- 
ments then contemplated and ordered 
by the Commission though not fully 
completed until 1929 as hereinbefore 
mentioned. 

On June 1, 1935, the company put 
into operation a filtration plant which 
it had installed pursuant to the order 
of the Commission in Docket No. 
6093 in order to improve the quality 
of the water not only for the benefit 
of its residential patrons but also for 
use in the two velvet plants; and in 
1935 the company installed meters 
for all of its consumers, which were 
petitioned for by a large number of 
the consumers and was conceded by the 
company to be desirable as appears in 
Docket No. 6093, and in the order 
supplemental thereto a revised schedule 
of rates was prescribed for the me- 
tered service as hereinbefore noted. 

At a conference in the office of the 
Commission, when the installation of 
a filtration plant was under considera- 
tion, the company’s representatives 
brought out that the two velvet com- 
panies were taking substantially 40 per 
cent of the company’s water and that 
if their use of water was not to be 
continued the company would find it- 
self with a large excess of plant ca- 
pacity which might thus be created 
after the filtration plant had been in- 
stalled and the company especially de- 
sired to avoid possible loss to its in- 
vestors by the excess expenditure in 
amount about $20,000 by which the 
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cost of the filtration plant could be re- 
duced if filtration of the volume of 
water consumed by the velvet compa- 
nies was not to be provided. 

All the improvements made since 
1925 have been definitely and entirely 
for the benefit of the communities and 
their residents and industries, with 
the possible exception of the installa- 
tion of meters (recommended by the 
Commission in Docket No. 4439, and 
in Docket No. 6093, especially urged 
by consumers as hereinbefore men- 
tioned) as to which there is also some 
benefit to the company’s operations in 
the curtailment of waste of water 
which is important where filtration 
and pumping is involved. 

Though the filtration plant is ade- 
quate to meet the maximum draught, 
it cannot now be considered to have 
more than adequate capacity, since it 
must provide sufficient capacity to 


meet the requirement of a _ heavy 
draught of water in event of fire for 
it would be unsafe to bypass the plant 
in case a fire required use of an unusu- 
al volume of water. 


Adequacy of Water Supply 


[1] While it appeared that the 
Rossie Velvet Company had installed 
two 100,000-gallon storage tanks to 
provide for its maximum draught of 
water and a 34,000 gallon tank for a 
sprinkler reserve, this is quite com- 
mon practice with some industries 
especially those manufacturing textiles 
which require an abnormal volume in 
a brief period and it is not an indica- 
tion that the water supply is inade- 
quate since there was no supporting 
evidence to show a lack of continuity 
or insufficiency of flow during a peri- 
od of several hours. 
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It appeared that after the wate 
company installed its filtration plant 
the Rossie Velvet Company still cop. 
tinued the use of sand filters though it 
had to some extent reduced its filtration 
of water, and also that the Rossie Vel. 
vet Company had abandoned consider. 
ation of the installation of wells for 
supply of its water requirements for 
manufacturing. Due to the increase 
in the water company’s storage ca- 
pacity and to the Rossie Velvet Com- 
pany’s storage tanks the present water 
requirements for the latter’s plant ap- 
pear to be fully met. 

The American Velvet Company 
claimed that it does not now receive 
the amount of water it requires to 
properly operate its plant economical- 
ly, the demand for which it pays is 
not delivered, and the capacity it re- 
quires is not available; that it would 
use more water if it could be obtained 
from the water company. It further 
expressed the opinion that the water 
company had an ample supply and 
pumping capacity, but that the distri- 
bution mains leading to its velvet 
plant are of inadequate capacity. 

It appeared that the American Vel- 
vet Company is planning to spend be- 
tween $10,000 and $12,000 for the 
erection of a combination standpipe or 
fire tank and reservoir on its property 
which will be filled at off-peak periods 
when water is not being heavily drawn 
for other plant use and which will pro- 
vide the necessary reserve capacity, 
and that this plan is considered pref- 
erable to the installation of a large 
main from the water company’s 10- 
inch line, a distance of about 3,000 
feet. This does not necessarily indi- 
cate a deficiency in the water com- 
pany’s plant capacity for it is general- 
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ly to be expected that a sprinkler sys- 
tem will not operate properly without 
local plant water storage capacity 
available for it, except in unusual cas- 
es where there are very large water 
mains to yield a voluminous supply. 


Local Well Supply 


It is within the knowledge of the 
Commission that one consumer in the 
domestic and commercial class has in- 
stalled a private well water supply 
within the limits of his property for 
use in lieu of the company’s service. 
However, such a plan cannot be gen- 
erally adopted not only on account of 
the expense involved but also because 
of the continuing care required to in- 
sure that the alternate supply is not a 
menace to health. 


Volume of Industrial Consumption 


In 1936, $15,304 or 95 per cent of 
revenue from industrial consumers 
was from the three largest industries, 
and their heaviest average daily 
draughts in any month were as fol- 
lows : 


Gallons 
American Velvet Company (August 
1936) 


Rossie Velvet Company (August 


1936) 
Atwood Machine Company 
1936) 


A total of 


The other industries which use a 
lesser volume of water are Parker 
Manufacturing Company, Standard 
Machinery Company, and a silk man- 
ufacturing company in Mystic. 


Plant Not Overdeveloped 


[2] The company offered testi- 
mony to indicate that the plant was 
properly designed and constructed and 


not overdeveloped, and, in the opin- 
ion of the Commission’s engineers, 
there is no indication that the com- 
pany has overdeveloped its plant in any 
respect; furthermore it is within the 
knowledge of the Commission that the 
owners of the property were reluctant 
to make the capital expenditures de- 
sired by its patrons in 1925 and 1935 
and required for the rendering of ade- 
quate service and furnishing safe and 
potable water for its patrons until 
all these improvements and their ef- 
fect upon rates had been fully consid- 
ered and an order thereon issued by 
the Commission. 

The primary consideration in the 
regulation of a water company is the 
rendering of proper service and in this 
case, pursuant to the expressed desires 
of the patrons and orders of the Com- 
mission, the company has made all the 
required improvements in its plant for 
rendering proper service to its custom- 
ers and aside from the rights of the 
company to receive adequate return 
an injustice would be done should an 
inadequate return be ordered by the 
Commission, not only to the company 
but very likely also to the public it 
serves, since the continuation of good 
service depends to a great extent on 
the revenues from rates. 

The plant of the Rossie Velvet Com- 
pany is now closed for the purpose of 
liquidation of the property, but the 
Commission considers it unnecessary 
in this case to determine whether the 
water company’s plant would be over- 
developed in event the Rossie Velvet 
Company’s plant should not be re- 
opened; that situation can be met if 
and when it arises; it seems unlikely, 
however, that a manufacturing plant 
of this type, adequately equipped and 
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with good water supply, will long re- 
main idle. 


Standby Equipment 


[3] The usefulness of the stand- 
by pumping equipment was questioned 
but in the opinion of the Commission’s 
engineers it cannot fairly be consid- 
ered as not used or useful in the public 
service since the company would be 
obligated to provide some such equip- 
ment for emergency fire protection 
service, and even though it is old it 
must be considered of some value, 
though not of great amount. 


Property Not Used and Useful 


[4-6] The original river pipe 
crossing, built in 1888, was retired 
from fixed capital account in 1931 at 
an estimated original cost of $4,000, 
and is not included in the inventory 
hereinafter referred to and needs no 
comment. 

In 1928, a second crossing was laid 
under the river which, with its con- 
nections on land constituted a 10-inch 
pipe line from Greenman Hill avenue 
and Mistuxet avenue northerly along 
Greenman Hill avenue to a point north 
of Bruggerman street, thence wester- 
ly to the Mystic river and across it to 
Star lane and along Star lane to High 
street in Mystic, and it appeared that 
this improvement cost $17,931. 

This second line across the river, 
termed the Northerly river crossing, 
was admitted by the company to have 
sprung a leak and in order to save 
waste of water the pipe was shut off 
July 9, 1931, and it has not been used 
since nor has it been tested or flushed 
out by the company, and the Commis- 
sion’s engineers believe it is not prac- 
ticable to repair it. It cannot be con- 
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sidered as used and useful in the pub. 
lice service and its cost should, there. 
fore, be excluded from the original 
cost and from the estimate of repro. 
duction cost. 

The company’s engineer estimated 
the present cost to reproduce the 10. 
inch Northerly river crossing proper, 
1,463 feet in length, hereinbefore de. 
termined to be not used or useful prop. 
erty, at $10,128, and estimated its or. 
iginal cost at $11,197. 

Of the two pipes in Greenman Hill 
avenue one leads to the Northerly riy- 
er crossing and the other is a 6-inch 
main for regular service, but as both 
were stated to be in use for service 
these two pipes must be fairly consid- 
ered as used and useful property. 

Though the Starr lot east of the 
water tower in Mystic was purchased 
in 1929 for the sum of $1,891.98 to be 
used for construction of an additional 
reservoir or standpipe it has not been 
so used and must be considered as not 
used or useful property. It is includ- 
ed in the fixed capital account but was 
not included in the inventory of the 
company’s property used as the basis 
of its reproduction cost appraisal. 

The engineer’s house and garage 
are rented to an employee of the com- 
pany and as the company receives reve- 
nue therefrom these buildings and the 
land on which they stand should be 
considered as property not used and 
useful in the public service ; they were 
in the company’s estimate of repro 
duction cost, were shown as a separate 
item in the company’s statement of 
fixed capital and were omitted by the 
Commission’s engineers from their 
appraisal. 

The contract under which the com- 
pany’s plant was first constructed pro- 
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vided for the laying of an 8-inch pipe 
line 5,450 feet long from the company’s 
main to the railroad company’s res- 
ervoir to serve as an auxiliary supply. 
This pipe line is not now in use and 
has not been for several years, but 
there is no record of its retirement 
from the fixed capital account nor of 
its charge to the depreciation reserve 
in the reports of the company to the 
Commission so it must be presumed to 
be still included in the amount of fixed 
capital and this will be given consid- 
eration in the use of the amount of 
fixed capital as an index of fair value. 

These several items have been dealt 
with hereinafter. 


Condition of the Property 


Questions raised as to neglect of 
subsidiaries by a holding company in 
so far as they relate to this water com- 
pany need not be considered for it ap- 
pears from the report following the 
inspection of the property made by the 
Commission’s engineers that there is 
no present indication of any neglect of 
maintenance in the company’s plant 
and equipment. 

During the hearing question was 
raised with regard to the introduction 
of chemicals into the water by the com- 
pany and though this has no bearing 
in the determination of rates it seems 
fitting to observe that all such opera- 
tions are properly supervised under 
the direction of the state department 
of health. 


Company's Proposed Rates 


[7] The company indicated that it 
first intended to establish its new rates 
to yield a return of 6 per cent on the 
amount of its fixed capital, plus an 
estimated amount for materials and 


supplies and working capital, and 
claimed that its proposed schedule of 
lower rates as filed and here in ques- 
tion, estimated to yield only 5.2 per 
cent thereon, were established in order 
to obtain merely sufficient revenue to 
meet the company’s immediate needs 
and avoid too great an increase for 
domestic, commercial, and industrial 
consumers and for fire protection. 

The company estimated the annual 
operating revenues under this schedule 
of rates to be $78,387 and with oper- 
ating expenses estimated by it at $43,- 
143 the rates would yield operating in- 
come of $35,244 which is 5.2 per cent 
on $677,773. 

The only change of moment in the 
charge for residential and commercial 
consumers under the company’s pro- 
posed schedule of rates is that the quar- 
terly minimum bill would include 300 
cubic feet of water as well as the me- 
ter charge. The service or meter 
charge is intended to include costs 
not directly related to the amount of 
water taken, namely, interest and de- 
preciation on the meter and its instal- 
lation, inspection, maintenance, and re- 
placement and customer costs for me- 
ter reading, billing, collecting, and ac- 
counting. While in some other cases 
the Commission has prescribed a min- 
imum rate as a meter charge separate 
from any water consumed, it appears 
that a combination is generally more 
acceptable and the Commission will in 
this case so prescribe as minimum, a 
combination of meter and water 
charge. 

In the company’s proposed rate 
schedule the industrial charges were 
established to yield about 27 per cent 
of the total operating revenue, and 
those for fire protection to yield about 

23 P.U.R.(N.S.) 
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15 per cent, with 58 per cent to be pro- 
duced from domestic and commercial 
service and private fire protection, 
these percentages being ‘substantially 
the same as recommended to the com- 
pany by its consulting engineer, C. M. 
Blair. 

[8] In the company’s computations 
of the charges for the three largest in- 
dustrial consumers, each of which has 
more than one service connection, the 
water was assumed to be taken through 
one meter of adequate size, which 
thereby would establish a theoretical 
meter size and charge and combine the 
water consumed, thus eliminating 
duplication of charges by separate me- 
ters in the lower steps of the block 
rate. 

The substitution of a theoretical 
meter charge for the combination of 
the proper charges for the actual me- 
ters does not have the approval of the 
Commission since it is difficult to de- 
termine the extent to which such a 
practice may be restricted and avoid 
discrimination, and for this reason the 
computation of earnings under the 
rates hereinafter prescribed by the 
Commission has been made by the 
Commission’s engineers considering 
each meter as a separate unit, but com- 
bining the amounts of water taken at 
one customer’s premises as permitted 
under Docket No. 5900. 


Increase in Charges under Proposed 
Rates 


The quarterly charges under the 
company’s proposed rates would result 
in an increase of from 5 cents to 45 
cents for domestic and commercial 
consumers using from 400 cubic feet 
up to 10,000 cubic feet of water quar- 
terly, those using 300 cubic feet would 
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have no increase and the increase for 
those using less than 300 cubic fee 
would run from 40 cents to $1.20 
these last representing about 8 per cent 
of all bills rendered for this class of 
service, and the increase for them 
would result from the combination of 
the meter and water charge in a high- 
er minimum to which reference has 
hereinbefore been made. 

Based on the consumption data in- 
dicating the amount of use in 1936, 
the water charges under the proposed 
rates for the three largest industrial 
consumers would be increased from 
$15,305 to $20,405 per year, for the 
two velvet companies from $14,407 to 
$18,952, about 30 per cent; and the 
total revenue from all industrial con- 
sumers would be increased from $16,- 
241 to $22,700. These figures differ 
slightly from the revenues in the com- 
pany’s report. While the company 
claimed that this increase in rates 
would result in total charges to the vel- 
vet companies less than the amounts 
paid by them in 1935 when their pro- 
duction of velvet was less than in 
1936, one of the velvet companies in- 
troduced evidence indicating that the 
volume of water used in the velvet 
manufacturing. process does not nec- 
essarily vary directly with the yardage 
of velvet produced, but chiefly on ac- 
count of the number of processes re- 
quired for the different colors and 
types of velvet manufactured. It fol- 
lows, therefore, that the comparison 
of volume of use submitted by the wa- 
ter company does not fully indicate 
that the decrease in use of water by 
these companies in 1936 was by rea- 
son of the water company’s filtration, 
and therefore this cannot be a reason- 
able justification for any substantial 
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increase in rates for such industrial 
consumers. 

The Atwood Machine Company’s 
annual expense for water, estimated 
on the basis of consumption in August, 
1937, would be increased by $727 
from $1,137 to $1,864 or 64 per cent 
under the proposed rates. 

The increases proposed for these 
industries are substantial and if ap- 
plied might result in rates higher than 
the industries would find it convenient 
to pay, forcing the larger industries 
sustaining the greatest increase to 
adopt such methods as were found 
available to reduce their water con- 
sumption and in such case the revenue 
of the company would be permanently 
reduced. 

It is well known that a reduction in 
the rates of a public utility, if the con- 
sumers are adequately informed, is al- 
most certain to result in an increased 
use of the service, which will in a short 
period eliminate or more than offset 
any loss in the utility’s revenue, and it 
is likewise well known that an increase 
in rates is generally accompanied by a 
curtailment in the use of the service 
which may result in a reduction in 
revenue greater than the anticipated 
increase, at least as a temporary con- 
dition. 

It is always difficult to definitely 
predict the effect a change in rates 
will have upon the revenue of any 
public utility, but as the service ren- 
dered by a water company is essential- 
ly a necessity, the use of water cannot 
be curtailed to any great extent to off- 
set an increase in rates nor will a ma- 
terially larger consumption be induced 
by a reduction in rates. The effect of 
a rate change upon the use of service 
and upon the revenues of a water com- 


pany is therefore not as marked as for 
other utilities. 


Fair Value Determined in 1925 


On account of the time which has 
elapsed since 1925 when in Docket No. 
4439 (P.U.R.1925D, 385) the Com- 
mission determined the fair value of 
the company’s plant to be $500,000, 
and because of the improvements and 
changes in the plant, the evident over- 
statement of fixed capital herein re- 
ferred to, and the differences in labor 
and material costs, that fair value 
(found in 1925) cannot now have any 
real weight and, therefore, will not be 
considered by the Commission in deter- 
mining fair value in the instant case. 


Fire Protection 


The charges determined in 1925 for 
fire protection service likewise cannot 
fairly be considered in comparison 
with the charges as proposed by the 


company or as hereinafter prescribed 
by the Commission since these new 
charges apply to improved conditions 
brought about by the installation of 
larger mains, the standpipe and boost- 
er station on Mystic Hill, one pump of 
which is solely for fire protection and 
also by the installation of improved 
pumping equipment at the reservoir, all 
of which justify some increase in the 

charge for fire protection service. 
The charges for public fire protec- 
tion service as allocated by the com- 
pany contemplated a primary fixed 
charge for each district with addition- 
al inch-foot charges based on enlarge- 
ments and extensions of the supply 
mains and distribution mains as and 
when made and also with additional 
hydrant charges for hydrants as and 
when installed. The primary fixed 
23 P.U.R.(N.S.) 
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amount would be equivalent to anav- 
erage annual rate of about $73 per hy- 
drant. 

[9] Though the fire protection 
charges now proposed and those here- 
inafter established are substantially 
more than those formerly charged, 
such comparison is no more conclusive 
that the new charges are higher than 
they should be than that the old charg- 
es have been too low. 

[10] The company admitted that 
in determining the amount of revenue 
to be allocated to public fire protec- 
tion service it did not take into con- 
sideration the proximity of natural 
sources of water supply, and it appears 
improper that such consideration 
should be given, for to do so would 
involve no more than a mere estimate 
of its value, indeterminate and not 
fair to consider, and besides if this 
were done in order to provide the nec- 


essary return for the company the rates 
and charges for other classes of serv- 
ice would have to be increased to make 
up the amount of the assumed reduc- 


tion. Further it might fairly be con- 
ceived that if this auxiliary service 
were not available the company’s 
plant might lave been larger and the 
charges for all classes of service made 
greater thereby. 

The company’s engineer expressed 
the view that in general the charges 
for private and public fire service 
should both be computed on the same 
basis. His allocation of charges for 
fire protection service does not appear 
to be unreasonable. 

It was suggested that the fire pro- 
tection from the system in the Mystic 
fire district is inadequate because on 
occasion the fire pumping equipment 
attached to a hydrant had drawn the 
23 P.U.R.(N.S.) 


pipe dry, but in the opinion of the Com. 
mission’s engineers this is likely to 
occur in any system unless the rate of 
pumping is properly accommodated to 
the flow of water from the hydrant 
and in this instance the complaint ap- 
pears to be not well founded especial. 
ly as the test of hydrants submitted 
by the company showed static pressure 
from 40 to 100 pounds and flow from 
240 to 1,010 gallons per minute. 

Of the hydrants in the Mystic fire 
district, 78 show static pressure of 70 
pounds or greater and 68 yield a flow 
of 500 or more gallons per minute; of 
the 7 hydrants in the Stonington fire 
district, 4 show static pressure of 74 
pounds or greater and 4 yield a flow 
of 500 or more gallons per minute; of 
the 47 hydrants in the borough of 
Stonington, 18 show static pressure of 
72 pounds or greater and 30 yield a 
flow of 500 or more gallons per min- 
ute. It is to be noted also that in some 
instances of static pressure lower than 
indicated above there is a satisfactory 
residual pressure under flow as 
well as a satisfactory flow due to ade- 
quate size of main to which the hy- 
drant is attached. From this it ap- 
pears that in all three areas a generally 
satisfactory volume of water is avail- 
able for fire protection if the rate of 
pumping is accommodated to the flow. 

The company’s engineer admitted 
that the availability of water which 
may be pumped from the Mystic river 
would be of some use for a limited 
area in the center of Mystic, but ex- 
pressed the opinion that it could not 
be relied upon as the sole means for 
fire protection even in the central dis- 
trict accessible to it, and that if there 
were no other means of protection, 
fire insurance rates would be higher. 





tion in 
peared 
pacity 1 
ervoir | 
to the ' 
quite in 
such a 
determi 
tion ra 
it is do 
substan 
rates tc 

The 
tem fo 
ough o 
ing uf 
should 
substar 
tofore 
ter sup 

The 
throug 
on fire 
indicat 
and re 
several 
this ob 
of the 

His 
fire pr 
Ameri 
proper 
system 
as her 
have ; 
75,00C 
cost to 
directl 
mains 
tive. 
[3] 


RE MYSTIC VALLEY WATER CO. 


Though the company’s engineer ad- 
mitted that the booster pump in Mys- 
tic and the installation of larger pipe 
were of no benefit to the fire protec- 
tion in Stonington borough, it ap- 
peared that the increase of storage ca- 
pacity provided by the collecting res- 
ervoir (the Palmer dam) was of value 
to the whole system, and it would be 
quite impractical to segregate parts of 
such a relatively small system for the 
determination of different fire protec- 
tion rates and even if this were done 
it is doubtful that there would be any 
substantial difference in the actual 
rates to be charged. 

The possibility of a salt water sys- 
ten for fire protection for the bor- 
ough of Stonington can have no bear- 
ing upon the proper charge which 
should be made for fire protection, for 
substantially the same reasons here- 
tofore applied to the available salt wa- 
ter supply in Mystic. 

The American Velvet Company 
through Henry E. Halpin, its expert 
on fire protection, introduced evidence 
indicating that he had made surveys 
and recommendations with respect to 
several industries but it appeared that 
this observation did not extend to any 
of the communities as a whole. 

His testimony as to inadequacy of 
fire protection is indicative that the 
American Velvet Company, to provide 
proper water supply for its sprinkler 
system of about 1,850 sprinkler heads, 
as hereinbefore referred to, should 
have an elevated storage tank of 
75,000 gallons capacity, and that the 
cost to provide a fully adequate supply 
directly from the water company’s 
mains would in comparison be prohibi- 
tive, 

[3] 


This expert also indicated he had 
recommended to the Atwood Machine 
Company that it should install a suc- 
tion tank of 150,000 gallons’ capacity 
and a 4-stream pump with rate of 1,000 
gallons per minute, and stated that the 
Machine Company had _ installed a 
pump of 1,500 gallons per minute ca- 
pacity with six fire streams at 100 
pounds pressure connected with Ston- 
ington Harbor. 

He also indicated that in addition 
to the Rossie Velvet Company’s 
34,000-gallon storage tank for sprink- 
ler reserve, heretofore mentioned, it 
had also installed a pump of 750 gal- 
lons per minute capacity to take water 
from the Mystic river for additional 
fire protection. It appeared that even 
with this latter installed he would not 
recommend that the private fire hy- 
drant service from the water com- 
pany be discontinued unless a larger 
storage tank were installed. 

Though the fire protection service 
of the other industries was considered, 
no evidence relating thereto was di- 
rectly offered and they do not appear 
to require specific comment. 

Before the Public Utilities Commis- 
sion was established, contracts between 
the water company and the Mystic 
fire district and the borough of Ston- 
ington were made in 1908 for fire serv- 
ice for twenty years with fire hydrant 
rentals at $30 and $25 per year which 
prevailed until the rate of $45 per year 
was applied in 1925 pursuant to the 
Commission’s order in Docket No. 
4439. 

The following table shows the pres- 
ent and the company’s proposed pub- 
lic fire protection charge in each dis- 
trict: 

23 P.U.R.(N.S.) 
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Proposed 
Inch-foot 


Charge 
Mystic Fire District $4,410 $7,280 65% 
Stonington Fire Dis- : 
trict 560 5% 
Borough of Stoning- 

3,360 30% 


$11,200 100% 

The allocations of the proposed 
rates were made by the company’s 
engineer to represent 16 per cent of the 
plant construction cost, and were es- 
tablished on the inch-foot basis, being 
allocated to the several districts on this 
same basis. 

[11] The recommendations in the 
American Water Works Manual for a 
hydrant delivery capacity of 600 gal- 
lons per minute, a loss of not more 
than 23 pounds pressure in the hy- 
drant, and a total loss of not more 
than 5 pounds between the street main 
and outlet, and specifications of 6-inch 
pipe as the minimum size to which a 
hydrant should be attached are all 
well-known requirements and should 
be attained where practicable, but if 
all these are not attainable, then obvi- 
ously the nearest reasonable approach 
to such conditions must be accepted to 
afford the best degree of fire protection 
available without undue expense, and 
even though such attainment does not 
fully meet the requirements and is not 
perfect, it serves for fire protection 
and is worthy of fair compensation, 
so that even with the knowledge for 
instance that about half of the hy- 
drants show a flow of less than 600 
gallons per minute it cannot be said 
that the fire protection service avail- 
able from them is not worth a fair 
charge. 

The American Water Works Man- 
ual further indicates that the average 
proportion of waterworks involved in 
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Present 
Hydrant 
Rate 





fire protection service generally consti. 
tutes 60 per cent to 80 per cent of the 
cost of physical properties in com. 
munities of less than 10,000 popul- 
tion, and lower percentages for larger 
communities, with the cost of fire pro- 
tection service at between 25 per cent 
and 35 per cent of total revenue with 
the higher percentage applying to the 
smaller communities. 

The size of the communities served 
by this water company would place it 
in this latter class. 

The Mystic fire district raised seri- 
ous objections to the increase in the 
charge for fire protection service, and 
the borough of Stonington also raised 
objections to the proposed increase in 
its fire protection charges. 

[12] The representatives of the 
two communities also drew compari- 
son between the hydrant rates as pro- 
posed and those charged by some oth- 
er water companies within Connecti- 
cut. The Commission has available 
in its files all these rates as well as those 
for fire protection service established 
on different methods. Such compari- 
sons are interesting but are not signif- 
cant as to whether any rate is too high 
or too low. These fire service charges 
vary widely since the charge must in 
each case be determined on the basis of 
the amount of revenue estimated to be 
required from fire protection service 
and upon the estimated amount of 
plant to be properly allocated to this 
class of service. 

The Commission’s engineers have 
computed the charges for fire protec- 
tion service by the method outlined by 
Hon. Robert Nixon member of the 
Wisconsin Public Service Commission 
in the Journal of the American Water 
Works Association for December, 
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1937. This in many respects has mer- 
it, it indicates that the determination 
requires the exercise of judgment and 
that definite lines cannot be drawn. 
Its use required a special study of the 
company’s plant and its operation fol- 
lowed by a detailed allocation of costs. 

It is interesting to note that the re- 
sult attained by this method showing 
30 per cent of operating revenue as 
the fair proportion to be allocated to 
fire protection is between the limits of 
25 per cent and 35 per cent prescribed 
by the general rule in the American 
Water Works Manual hereinbefore 
referred to, which latter has been in 
general use for a long time and has the 
sanction of the technical experts skilled 
in waterworks practice. 

While it should be the aim of Com- 
missions and water companies to allo- 
cate an adequate proportion of operat- 
ing revenues to the charges for fire 
protection service and thus bring the 
rates for other classes of service to 
more reasonable amounts, there are 
not a few instances where the opposite 
course has been chosen and in this case 
the allocation of 30 per cent of all reve- 
nues to the charges for fire protection 
service is in marked contrast with 14 
per cent allocated by the company. The 
present revenue from this source would 
have been approximately 9 per cent of 
the total estimated operating revenues, 
and is about 10 per cent of the total 
actual revenues, and obviously results 
inan overburden on the rates for oth- 
er classes of service and this is true in 
the present case. It is likely that the 
company and the communities it serves 
are better satisfied generally with the 
allocation of earnings to the several 
dasses of service substantially as now 
established than they would be under 


an allocation more scientifically deter- 
mined which, as noted above, would 
provide 30 per cent of the revenues to 
be obtained from fire protection. The 
latter would require a substantial in- 
crease in these charges, and the offset- 
ting reduction for a customer in any 
one of the other classes of service 
would be relatively small, even though 
the aggregate for such class might be 
substantial. 

The Commission therefore has fixed 
the amount to be obtained from fire 
protection service substantially the 
same as by the company, though it is 
approximately half of what it would 
be if 30 per cent of the revenues were 
to be produced therefrom, and it ap- 
pears that such increase is fair, since 
it is substantially an offset to the in- 
crease of taxes made by the town of 
Stonington, and avoids any material 
increase in the charge for other classes 
of service, especially for the industrial 
class. 

[13] Fire protection charges ex- 
cept possibly in special cases should be 
computed on the inch foot basis, with 
an added nominal charge per hydrant 
to serve as direct compensation for 
rental, inspection, and maintenance. 
This is the generally accepted practice 
and has the merit of encouraging the 
improvement of fire protection service 
by the installation of additional hy- 
drants which may be done with little 
increase in the annual expense. This 
method has been adopted by the Com- 
mission’s engineers in determining the 
fire protection charge as hereinafter 
set forth. In computing the portion 
of plant to be allocated to fire protec- 
tion service, the Commission’s engi- 
neers included only one-fifth of the 
cost of filtration plant as the amount 
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required for this purpose, the remain- 
ing four-fifths being considered by 
them as required for other classes of 
service; this one-fifth portion is less 
than the one-fourth as apparently al- 
located by the company in its compu- 
tations. 

It seems desirable here to direct the 
company to give each community or 
district concerned information in ad- 
vance of the installation of pipe which 
will affect its fire service charge, so 
that arrangements may be made to 
meet the expense in the budget of the 
district for its next ensuing fiscal year, 
and also from time to time, when con- 
ditions warrant, to make a recomputa- 
tion of all fire service charges and the 
inch foot rate to the end that the latter 
may be changed in event it is found to 
produce a disproportionate percentage 
of the company’s total revenue. 


Dividends 

[14] Though the dividends paid by 
a public utility have no bearing upon 
the determination of fair value or rate 
of return, it is of interest to note that 
the company paid two stock dividends 
out of surplus, one of $6,500 in 1899 
and the other $25,000 in 1909 (both 
prior to the establishment of this Com- 
mission), and while no dividends were 
paid in 1930, 1932, 1933, or 1936, a 
dividend of 34 per cent was paid in 
1931, 18 per cent in 1934, and 9 per 
cent in 1935, so that the average year- 
ly dividend rate on the capital stock 
has been about 4.3 per cent during the 
seven years from 1930 to 1936, inclu- 
sive. 


Ownership and Outstanding 
Obligations 


All the stock and outstanding bonds 
23 P.U.R.(N.S.) 


and notes of the Mystic Valley Water 
Company are owned by the North. 
eastern Water and Electric Corpora. 
tion, a holding company owning forty. 
eight water and electric companies of 
which twenty-six are in the New Eng- 
land States. The holding company 
also owns the Northeastern Water 
and Electric Service Corporation with 
offices at Millbury, Mass., which was 
stated to be a nonprofit company for 
managing the operating properties 
owned by the holding company. 
Upon the Commission’s request, the 
company, on August 1, 1936, submit. 
ted a statement indicating by date and 
amount of each note, the history of all 
its borrowings from October, 1927, 
through December 31, 1935. At the 
close of 1928 the company reported no 
notes receivable and advances from af- 
filiated companies were $103,000. For 
1929 notes receivable were indicated 
in amount $106,120 and advances were 
$229,120. Notes receivable were in- 
creased in 1930 to $109,620 and ad- 
vances increased to $235,873. In 
1931 the loan from the company was 
canceled as a partial offset against the 
advances from affiliated companies. 
The reason for the loan made by the 
operating company has not been dis- 
closed and it is difficult to understand 
why the operating company should 
make any such loan except it were com- 
pelled to do so by the holding company 
for the latter’s advantage. However, 
this occurred prior to the acquisition 
of control by the present holding com- 
pany and so far as the Commission can 
determine no harm was done thereby 
to the operating company and the mat- 
ter appears to require no further con- 
sideration. As of August 15, 1934, 
the then outstanding notes were con- 
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solidated into one note of $145,250 
bearing interest at 7 per cent and sub- 
sequent advances made for the instal- 
lation of the filtration plant and for 
meters during the year 1935 were con- 
solidated into one note dated Novem- 
ber 30, 1935, in amount $64,000, 
bearing interest at 6 per cent, the total 
outstanding at the time of hearing be- 
ing $209,250. 

Questions were raised as to these 
notes now payable by the Mystic Val- 
ky Water Company to the North- 
eastern Water and Electric Corpora- 
tion stated to represent the funds bor- 
rowed from time to time from the lat- 
ter corporation and its predecessor 
holding company, including North- 
eastern Public Service Company, East- 
ern States Public Service Company, 
Atlantic Public Utilities, Inc., and At- 
lantic Public Service Associates, Inc., 
and question was also raised as to how 
and for what purpose these funds were 
used and the rates of interest thereon. 

The Northeastern Public Service 
Company went into receivership Janu- 
ary 2, 1933, in the Federal court in 
the state of Delaware. 

[15, 16] Several questions were 
raised both by the Mystic fire dis- 
trict and the American Velvet Com- 
pany as to the amount paid for the 
purchase of the company in 1934 by 
the Northeastern Water and Electric 
Corporation, which emerged from the 
receivership as the owner of the 
Mystic Valley Water Company and 
the several other operating companies 
by purchase from the predecessor hold- 
ing company, the Northeastern Public 
Service Company, and other stock- 
holders and noteholders, and questions 
were raised based upon the record of 


this receivership in the court of chan- 
cery of Delaware with respect to the 
Northeastern Public Service Company. 
These proceedings and the resulting 
purchase however, can have no bearing 
in the determination of fair value of 
the property of the Mystic Valley 
Water Company for rate-making pur- 
poses or fair return thereon, and 
should the Commission give any 
weight whatever to the price paid for 
the property in such a reorganization 
proceeding it would not be in accord 
with regulatory procedure as de- 
termined by the courts, and the Com- 
mission’s finding on such a basis might 
be found improper in event of appeal. 

While some of such information 
might be pertinent in the consideration 
of an application to the Commission 
for the issuance of securities by the 
company, the financial obligations of 
an operating company to its parent 
holding company or to others are of 
no moment in the determination of fair 
value or the fair return thereon, and 
as the Commission finds that these 
notes in no way bear upon the fair 
value of the company’s property as it 
should be determined for rate-making 
purposes nor upon the rate of return 
on such value, they will not be further 
considered. 


Financial History 


The financial history of the water 
company as considered by the Com- 
mission necessarily is not the multi- 
tudinous transactions of borrowing 
from holding companies, but solely 
the financial history of the capital 
structure of the operating company’s 
plant and equipment as indicated in 
the annual and other reports made to 
the Commission. 
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Use of Borrowed Funds 


It appears that the monéys bor- 
rowed by the company since 1934 were 
for additions, as well as for improve- 
ments, in the plant and equipment 
made in pursuance of the Commis- 
sion’s orders in Docket No. 6093. 


Expenditures for Management 


The so-called management fee which 
for the twelve months ending August 
31, 1937, amounted to $5,330, includ- 
ed in local and general office expenses, 
is paid to the Northeastern Water and 
Electric Service Corporation and was 
stated to be for general management, 
engineering studies and services, gen- 
eral bookkeeping, preparation and 
studies of tax returns, and for writing 
insurance. 


This fee was stated to comprise two 
parts, one for the service company’s 
expenses directly chargeable to the 


Mystic Valley Water Company and 
the other for the Mystic company’s 
proportion of thé remaining unalloca- 
ble expenses determined by the ratio 
of its gross revenue to the gross rev- 
enues of all companies supervised by 
the service company, but no details 
with respect to this fee or evidence in 
support of the services it purported to 
cover were offered, and it is probable 
that the amount of the charge bears no 
relation to the value of the manage- 
ment service to the Mystic company or 
the actual cost thereof, especially since 
the specific charges are first established 
where definite allocations can be made 
and addition of the remaining prorated 
expense is quite likely to result in in- 
justice to this supervised company. 
The total amount paid for the salary 
of the full time local superintendent 
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or resident manager and the full time 
wages of five employees attached to 
the local office in Mystic is small when 
considered in comparison with the 
amount of the management fee paid 
to the service company for nonresident 
and part time service, which indicates 
that the fee is larger than it should be. 

The local supervisory expenses are 
allocated to several accounts and 
though the total amount for general 
and miscellaneous expenses has not 
been excessively large it appears that 
it may well be reduced and that the 
company should give consideration to 
a more equitable assignment of the 
total amounts so paid for the nonres- 
ident and local management to the end 
that the fee may be smaller and the 
local management more adequately 
compensated. 


Operating Revenues and Expenses 


The following table is a statement 
of the company’s operating revenues 
and expenses for each calendar year 
1932 to 1936, inclusive, and for the 
12-month period ending August 31, 
1937. [Table omitted. } 


Operating Expenses 


[17] If the company were not 
owned by a holding company it would 
be locally managed, there would be no 
nonresident supervision expense, and 
in the opinion of the Commission some 
reduction in the general and miscel- 
laneous expenses could be made, not 
only without a reduction of salaries 
and wages now paid but with some ir- 
crease therein. 

It is difficult to conceive that a rela- 
tively small property of this kind 
which presents no special problems of 
operation or management requires 
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much if any unusual services that could 
not be rendered by the present com- 
petent local management, and it is cer- 
tain that all the work of billing and 
accounting now performed at Mill- 
bury, Massachusetts, could be per- 
formed in Mystic with the addi- 
tion of one or possibly two clerks. 
If there is an advantage in retaining 
the nonresident supervision to the ex- 
tent it is now maintained such ad- 
vantage must accrue largely to the 
holding company and the latter then 
should bear the major portion of the 
expenses therefor. The ratepayers 
should not be charged any more than 
a reasonable amount for general and 
miscellaneous expenses and in the 
opinion of the Commission the sum 
hereinafter allowed is adequate for the 
cost of local supervision and to pro- 
vide for such legal, engineering, and 
other technical expenses as may oc- 
casionally be required. 

While the operating revenue for 
1935 which included about seven 
months’ operation under the present 
rates established in 1935 was above 
that for 1934, there was a sharp de- 
crease in 1936 and the company in- 
dicated that the rate of return on fixed 
capital plus materials and supplies and 
working capital has decreased, not 
only because the amount of fixed cap- 
ital has been increased by the 1935 
additions to the plant, but especially 
because local taxes have been sub- 
stantially increased. It is well to note 
in this connection that the only sub- 
stantial increase in the company’s in- 
vestment in plant was for the filtra- 
tion plant located in the town of 
Stonington. 

The company’s estimate of operat- 
ing expenses for 1938 is about $3,300 


more than they were in 1936, due in 
part to the estimated expense of this 
rate case, $2,500, which latter appears 
to be reasonable, said amount to be 
amortized at $500 per year. 


State and Federal Taxes 


For the years 1935 and 1936 the 
state taxes were substantially the same, 
about $1,100; while the Federal taxes 
were $1,364 in 1935 and $199 in 1936. 


Local Taxes 


The following table shows a com- 
parison of local taxes assessed against 
the company : 


1935 
Town of Stonington $2,300.00 
Borough of 
i 43.20 


ington 
Mystic fire district 300.92 


Borough of Gro- 


ton: 
(Town) ....$663.96 
school 
60.48 


(5th 

district) .. 
10.00 734.44 10.00 827.18 
.. $3,378.56 $7,715.30 


(10th school 
district) .. 

It should be noted that the above 
taxes as assessed are slightly different 
than the amounts paid as shown in the 
company’s annual reports, the latter 
being computed on an accrual basis, 
but for purposes of comparison of 
the amount of taxes these figures are 
satisfactory. 

[18] It is not unusual, following 
a rate increase, for the community 
served by a utility to raise the utility’s 
local taxes. Such an increase may be 
fully justified, but those responsible 
for bringing about the increase must 
know that taxes are a part of the util- 
ity’s expenses and that this determina- 
tion by Commissions has been con- 
firmed by the courts; and as taxes are 
deductible before the determination of 


23 P.U.R.(N.S.) 


1936 
$6,517.50 


69.20 

301.42 
$747.53 
69.65 


Total local taxes 
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operating income it follows, therefore, 
that if any tax increase is. of undue 
amount there may necessarily result a 
justification for an increase in rates 
to offset the expenditure thus caused ; 
in other words, in the payment of local 
taxes a utility is in effect serving the 
community as an agency in the collec- 
tion of taxes from the utility’s cus- 
tomers since these with other taxes are 
not passed on to a utility company’s 
owners. The assessment of local tax- 
es against a utility, therefore, should 
be carefully considered by local au- 
thorities. 

The trial schedule of rates now in 
effect established by order of the Com- 
mission in 1935 was calculated to yield 
$35,400 operating income, but in 1936 
the operating income was only $25,- 
600, a deficiency of $9,800, due in part 
to reduced revenue from industrial 
consumers, but substantially $4,300 
was due to the increase in local taxes 
in the town of Stonington, where as 
hereinbefore mentioned the company 
constructed its filtration plant in 1935 
at a cost of about $60,000. 

In this connection it should be noted 
that an increase in local taxes assessed 
against a utility which results in such 
a substantial increase in the utility’s 
expenses as to warrant an increase in 
rates can most fairly be offset by an 
increase in the charge for fire protec- 
tion service in the community served, 
and this feature is hereinafter so treat- 
ed. 


Estimated Expenses and Commis- 
sions Allowance 


The following table shows the year- 
ly expenses allowed by the Commis- 
sion in comparison with the company’s 


estimated expenses. [Table omitted.] 
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Book Value 


A statement of the company’s fixed 
capital or plant and investment ac- 
counts was offered in evidence, pre- 
pared from the books of the company 
from 1889 to 1936 by the company’s 
auditor, and was stated by him to rep- 
resent the historical cost of the prop- 
erty, the total amount being $668,872 
as of December 31, 1936, which is the 
same as indicated in the company’s 
latest annual report to the Commis- 
sion. The substantial increase in fixed 
capital account in 1928 and 1929 as 
hereinbefore mentioned were for rais- 
ing the Palmer pond dam and for in- 
stallation of additions to the distribu- 
tion system, chiefly the pipe crossing 
under the Mystic river which has not 
been in service since 1931, as already 
stated in the discussion of property not 
used or useful. 

There was also offered in evidence a 
statement of the company’s additions 
to fixed capital from January 1, 1926, 
to December 31, 1936. 

The company was requested to sub- 
mit supplemental detailed data to sub- 
stantiate this statement of additions, 
but did so only with respect to certain 
items in the years 1926 to 1936, in- 
clusive. Since the totals of such de- 
tails in this supporting data as to every 
year amount to less than the amounts 
shown in the general statement, it is 
not possible to determine the accuracy 
of the latter. In some instances the 
additions appear of undue amount 
when considered in conjunction with 
the extent and character of improve- 
ments as indicated in the Annual Re- 
port to the Commission for the cor- 
responding year, and while it is impos- 
sible for the Commission to reach a 
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definite conclusion as to the amount or 
extent of such discrepancy or excess 
expenditure, this should and will be 
considered by the Commission in the 
use of the original cost as represented 
by the amount of fixed capital, as an 
index in determining fair value. 

The cost of this plant in considera- 
tion of the customers served has of 
necessity been relatively large on ac- 
count of the scattered and wide area 
served and the considerable amount 
of rock excavation. 

[19] A comparison of the amount 
of fixed capital of different companies 
serving substantialy the same popula- 
tion cannot be justified. The com- 
panies which were suggested for such 
comparison were Ansonia, Rockville, 
Plainville, Torrington, Naugatuck, all 
of which are gravity systems serving 
generally compact areas with reser- 
voirs fairly close to the center of dis- 
tribution, while the Mystic Valley 
Water Company serves two different 
communities about 4 miles apart with 
a separate transmission main for each 
of these distribution systems, and fur- 
ther the water at Mystic is filtered and 
pumped. Any comparison of the op- 
erating revenues and expenses of com- 
panies differing to such an extent in 
their physical characteristics cannot 
reasonably bring a conclusion that 
their rates and charges should be sim- 
ilar or even comparable. 

The computation in the American 
Velvet Company’s brief, claimed to 
show “actual historical cost” in 
amount $211,342, cannot be considered 
as reasonable, since the basis for de- 
termining it has no foundation in reg- 
ulatory procedure, as hereinbefore in- 
directly referred to, and the Commis- 


sion in this as in all other cases must 
follow that laid down by the courts. 


Depreciation Reserve 


The company first passed from local 
control to the Atlantic Public Utilities, 
Inc., a holding company, on April 21, 
1927, by acquisition of a majority of 
the stock. 

From 1912 when the company began 
to make reports to the Commission 
up to 1919, there was no provision at 
all for depreciation; and from 1919 
to 1927 the depreciation reserve in- 
creased to 9.3 per cent of the fixed 
capital and since then has consistently 
maintained less than this ratio. The 
annual accruals from 1924 to 1936 in- 
clusive have never been large, and the 
amount was less than 1 per cent of 
the fixed capital in every year with 
the exception of the years 1927 and 
1935. 

From 1924 to 1936 inclusive the 
total accruals credited were $53,808 
and the charges against the deprecia- 
tion reserve were $27,505 so that the 
net increase in this period was only 
$26,303. 

As of December 31, 1936, the de- 
preciation reserve amounted to $50,- 
930 which is approximately 8 per cent 
of the fixed capital and the company 
admitted that the amount is inadequate 
and estimated it should be 15 per cent 
or more. 

[20] In the company’s estimate of 
operating expenses the item for de- 
preciation reserve accrual was set at 
$6,698 per year, being calculated on 
the basis of 12} per cent of operating 
revenues, less the amount of expendi- 
tures for maintenance, and on account 
of charges for property retired the net 
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increase would be about $4,500 per 
year. 

Any such arbitrary method for de- 
termining the annual accrual for de- 
preciation reserve is unscientific and 
without merit. In the opinion of the 
Commission’s engineers the annual ac- 
crual for this property should be about 
$5,300 and this would be ample for a 
plant of this type if adequate accruals 
had been made over the life of the 
property. 

The company estimated that the 
amount in the depreciation reserve 
should be about 15 per cent of the fixed 
capital. 

The amount now in the depreciation 
reserve is very small as compared with 
the estimate of accrued depreciation 
made by the company’s engineer, rep- 
resenting 23 per cent for the entire 
property, and with that of the Com- 
mission’s engineers representing 28 
per cent, and though it is not to 
be expected that the percentage 
ratio of depreciation reserve to 
fixed capital will be the same as 
the percentage of accrued deprecia- 
tion in the property, it is impossible 
to justify the condition which here pre- 
vails that the former ratio is so much 
smaller than the percentage of accrued 
depreciation on either estimate and 
this is further indication that the de- 
preciation reserve is now inadequate in 
amount and that it should be increased. 

[21] Based upon the company’s es- 
timate of yearly charges to the depre- 
ciation reserve, an accrual of $5,300 
per year as allowed by the Commission 
would result in a net increase of only 
about $3,100 per year. It is obvious 
that the depreciation reserve cannot be 
built up to an adequate amount by such 
an accrual of reasonable amount, but 
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it would be unfair now to make the 
ratepayers of the present pay for past 
deficiencies. 

The holding company which ac. 
quired control of this property in 1927 
and those which acquired it since then 
must have been fully aware of the in- 
adequacy of the depreciation reserve, 
and the purchase price paid must have 
been determined in full contempla- 
tion of this inadequacy, even though 
the new owners failed to acknowledge 
this by making an increase in this ac- 
crual or transfer of other available 
funds to the depreciation reserve. 
This account will require further en- 
largement to provide for retirement 
of not used and useful property, here- 
inbefore specifically referred to, which 
should have been accomplished at the 
time when the use of each unit of prop- 
erty ceased. 


Such enlargement of the deprecia- 
tion reserve without penalizing the 
present ratepayers can only be accom- 
plished by transfer to this account 
from time to time of sufficient funds 
from profit and loss account and until 
this has been brought about the latter 
account should be conserved for this 
purpose. It may well be that the pres- 
ent owners of the property are not al- 
together responsible for the deficiency 
of the depreciation reserve but they are 
fully aware of it by their admissions 
in this case and should have proceeded 
to correct this condition from the time 
when they acquired the property. 


Reproduction Cost Estimate 


An estimate of reproduction cost 
less accrued depreciation, while not 
representing fair value, is an im- 
portant element for consideration in a 
determination of fair value, especially 
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if it is honestly and conservatively 
made, avoiding excessive allowances 
for intangibles. 

The company through its engineer, 
C. M. Blair, presented an inventory of 
the property, plant, and equipment and 
an estimate of cost to reproduce, based 
on prices as of October 16, 1937, to- 
gether with his estimate of accrued de- 
preciation of the plant and equipment 
as of the same date, as follows: 

Cost to Reproduce 
Less De- 


New preciation 


Total physical construc- 
tion $780,689 $600,685 


Miscellaneous 
117,103 90,103 


construction 





physical 
$897,792 
8,978 


Total cost of 
property 
Organization expense 
Working capital (mate- 
rials and supplies in 
general equipment ac- 
count) 

Going cost 


$690,788 
8,978 


7,000 
45,000 


$751,766 





$958,770 


In this reproduction cost estimate 
the company’s engineer considered 
rock excavation to be about one-third 
of the total amount involved in pipe 
laying. 

His allowance for accrued deprecia- 
tion for the entire property as herein- 
before noted amounted to substantial- 
ly 23 per cent, being based on the age 
and estimated service life of the vari- 
ous units of property and considering 
- also their observed condition so far as 
practicable. 

These estimates of accrued deprecia- 
tion made by the company’s engineer, 
though they vary to some extent from 
those of the Commission’s engineers, 
appear to be reasonable. 

The allowance of 15 per cent over- 
head by the company’s engineer for 
engineering, superintendence, admin- 


istration and legal expense, taxes and 
interest during construction, and con- 
tingencies and omissions appears to be 
reasonable. 

The amounts at which the not used 
and useful property are stated in the 
company’s reproduction appraisal are 
as follows: 


Cost to Reproduce 

Less De- 

New preciation 
construc- 
river 


Total physical 
tion of upper 
crossing 

Engineer’s house and ga- 
rage 

Miscellaneous cost of con- 
struction and organiza- 
tion expense 


$8,285 
6,000 


2,339 
$16,624 





These amounts are hereinafter de- 
ducted from the company’s appraisal. 

The company offered no evidence in 
support of its claim of $45,000 for go- 
ing concern value in its reproduction 
cost appraisal. 


Commission Engineers’ Reproduction 
Cost Appraisal 


The engineers of the Commission’s 
staff made an analysis of the estimate 
of reproduction cost of the Mystic 
Valley Water Company as submitted 
by the company’s engineer and from 
a study of the latter’s report, their in- 
vestigation of the cost to reproduce 
the items included in his inventory of 
the company’s property and from their 
inspection of the company’s property 
and observation of accrued deprecia- 
tion they prepared an estimate as fol- 
lows ; to the items in the inventory sub- 
mitted by the company the Commis- 
sion’s engineers applied their es- 
timated unit costs, omitting the items 
of not used and useful property here- 
inbefore referred to. They applied 
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their estimate of percentages for costs 
of miscellaneous construction, organi- 
zation expenses, and for working 
capital, but excluding allowance for 
going concern value. 


The allowance of overhead as set 
up by the Commission’s engineers 
amounts to 18.5 per cent, including 
contingencies and omissions, and 
while it appears large in comparison 
with that of the company’s engineer, 
this is not actually so, since the former 
is inclusive of all overheads and it 
cannot be directly compared to the 
company’s 15 per cent which is not all 
inclusive, since the company’s engineer 
included in each item of construction 
an allowance for contingencies. 

Their estimate of accrued deprecia- 
tion was calculated by the straight-line 
method determined from the estimat- 
ed life of each item of property and its 
age, and in addition from observation 
of certain items of property which 
were available and ascertainable. 
Their appraisal is as follows: 


Commission Engineers’ Appraisal 


Cost to Reproduce 
Less De- 
New preciation 
Total physical construc- 
tion $698,300 $498,377 
Miscellaneous costs of con- 
struction 


Total 
property 

Organization expense .... 

Working capital (mate- 
rials and supplies in gen- 
eral equipment account) 





of physical 
$827,486 $590,577 
8,275 8,275 


cost 


7,000 7,000 
$842,761 $605,852 
Overstatement of Fixed Capital 


As hereinbefore noted, the three 
items of not used and useful property 
and the old Palmer dam are carried 
in the fixed capital account, and while 
23 P.U.R.(N.S.) 





it is impossible for the Commission to 
determine with absolute exactness the 
amount by which the fixed capital ac. 
count may thus be overstated, especial. 
ly for use as an index of the fair valye 
of the company’s property used and 
useful in the public service, the eyj. 
dence indicates that the original cost 
of the not used river crossing was 
$11,197 and the Starr lot $1,892, s0 it 
is certain that the overstatement as to 
these two items is $13,000 and with 
no more than a reasonable additional 
allowance for the other two items, the 
old Palmer dam which was removed, 
and the not used 8-inch pipe line to the 
railroad company’s reservoir, it ap- 
pears that the fixed capital is probably 
overstated by not less than $40,000. 

As of June 30, 1912, the fixed cap- 
ital was $325,533. From 1912 to 
1936, inclusive, the additions to fixed 
capital amounted to $377,523, and the 
deductions from this account for prop- 
erty retired were only $34,183 which 
seems a relatively small amount, and 
there is therefore a possibility that the 
fixed capital account is to some extent 
further overstated. This must have 
been apparent to the several holding 
companies which acquired the proper- 
ty beginning in 1927, and their pur- 
chase price must have been determined 
in contemplation of this feature as 
well as of the inadequacy of the re- 
tirement reserve as hereinbefore noted, 
and with the knowledge that sooner 
or later a proper adjustment and re- 
statement of the company’s balance 
sheet might be required. 

The Commission recommends that 
the company review its books of ac- 
count to the end that they may be re- 
stated to properly reflect the true 
amount of the fixed capital account by 
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diminating therefrom the original 
cost of all items of not used and useful 
property as well as of the old Palmer 
dam in so far as it was removed, and 
any other retirements which such re- 
view discloses should be made; any 
such restatement however, may not 
be made without specific prior approv- 
al by the Commission of each of the 
proposed journal entries intended to 
accomplish the change. In event the 
company considers it likely that any 
not used and useful property may 
again come into useful service such 
items should be carried in a separate 
account. 


Fixed Capital 


The following figures are taken 
from the company’s report to the Com- 
mission as of December 31, 1936: 
$668,873 

16,324 


$685,197 
$50,930 


Fixed capital 
Working capital, materials, and sup- 


Depreciation reserve 


Company's Appraisal with Commis- 
sion’s Modifications 


Deducting the property not used or 
useful in the public service as herein- 
before mentioned and also deducting 
going concern value, the following is 
a restatement of the company’s es- 
timate of cost to reproduce new and 
less accrued depreciation : 


New 
Less De- 
New preciation 
Cost to reproduce includ- 
ing organization expense 
and working capital .. $958,770 $751,766 
Property not used or use- 
ful and going concern 
value 


Modified valuation 


64,800 61,624 
.. $893,970 $690,142 





Indices of Fair Value 


The Commission has for considera- 
tion the following three indices of fair 
value : 

1, Fixed Capital 

Depre- 
ciation 
Reserve 


Fixed 

Capital 
Fixed capital as reported $668,873 
Working capital, and ma- 

16,324 


terials and supplies .... 
$685,197 $50,930 


2. Company Cost to Reproduce New—Esti- 
mated 

Cost New 

Accrued Less Ac- 

Depre- crued De- 

ciation preciation 


Cost 
New 
Total property, in- 
cluding materials 
and supplies, less 
nonused proper- 
$886,970 $203,828 $683,142 
7,000 7,000 


$893,970 $203,828 $690,142 
Cost to Repro- 





3. Commission Engineers’ 
duce New—Estimated 
Cost New 

Accrued Less Ac- 
Depre- crued De- 
ciation preciation 


Cost 
New 


Total property in- 
cluding materials 
and supplies, less 
nonused proper- 


$835,761 $236,909 $598,852 
000 7,000 





$842,761 $236,909 $605,852 


Taking into consideration all three 
indices relating to value, the evidence 
in the case and other data in the Com- 
mission’s files relating to the com- 
pany’s property and in the preceding 
dockets hereinbefore referred to, and 
the probable overstatement of fixed 
capital, the Commission is of the opin- 
ion and finds the present fair value 
of the property of the company used 
and useful in the public service to be 
$630,000. 

The Commission has excluded from 
this amount any separate allowance 
for going concern value because it ap- 
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pears that the two last indices of value 
include adequate allowances for mis- 
cellaneous costs of construction, and 
for the further reason that there is an 
entire lack of evidence in support of a 
separate allowance for the item. 

While the company’s engineer es- 
timated the fair value of the property 
to be $751,766 including an allowance 
for going concern value, and $700,000 
without going concern value, he ad- 
mitted that he had not reviewed the 
company’s books ; so it seems probable 
that this estimate was based principal- 
ly upon his reproduction cost estimate 
and without knowledge of the over- 
statement of fixed capital account as 
hereinbefore developed. 


Operating Income and Fair Return 


[22] It is not reasonable, especially 
in the face of declining operating in- 
come, to determine from the average 
of the operating income over a period 


of years any estimate of what the 
minimum amount should be. 

The return of 5.2 per cent requested 
by the company cannot be taken by the 
Commission as an indication that its 
finding would not be subject to appeal 
by the company if this rate of return 
were considered as a fair measure of 
return to be applied to any rate base. 
In fact it is clear, on the contrary, that 
the company merely indicated its be- 
lief that $35,244 would be acceptable 
to it under the present circumstances 
and that this amount was in effect 
only 5.2 per cent return on the amount 
of fixed capital plus a sum represent- 
ing materials and supplies and work- 
ing capital. 

[23] The Commission in fixing the 
rate of return must consider the rate 
established upon funds invested in 
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properties devoted to water supply, 
and the Commission, therefore, in this 
case establishes 6 per cent as a fair 
rate of return upon $630,000, the fair 
value of the company’s property, 
namely a return of $37,800. 

The Commission believes however, 
that under all the circumstances the 
company should at present receive not 
more than the return it requested 
namely, $35,250, and while _ this 
amount is less than $37,800, the fair 
return established above, it represents 
5.6 per cent return on the fair value 
hereinbefore determined. The differ- 
ence between this amount and the fair 
return as found is not substantial and 
it cannot be considered confiscatory, 
especially as the company indicated its 
willingness to accept this return, and 
the amount should be adequate operat- 
ing income to permit the company to 
continue to render proper service to its 
patrons, especially as there does not 
appear to be any immediate need for 
additional funds for extensions of its 
plant. 


Operating Revenues Required 


The amount of required operating 
revenues is $75,000, this being de- 
termined by adding together $39,750, 
the amount hereinbefore allowed for 
operating expenses and estimated to 
be required by the company for the 
rendition of adequate service to its 
customers, and $35,250, the operating 
income hereinbefore allowed as the re- 
turn upon the value of the company’s 
property used and useful in the public 
service. 

An increase of $9,550 in the com- 
pany’s rates is required to produce 
$75,000 operating revenue, and the 
schedule of rates hereinafter pre- 
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scribed is estimated on the basis of 
the 1936 consumption data to yield 
this required amount. 


Rates Established by the Commission 


The rates for all metered service as 
established by the Commission pro- 
vide for a quarterly minimum charge 
including 300 cubic feet of water the 
same as proposed by the company. 
For a domestic consumer the min- 
imum charge of $13.80 per year can- 
not be considered excessive for safe 
and potable water, even if the quantity 
is limited to 300 cubic feet of water 
quarterly, equivalent to about 25 gal- 
lons per day, which is fairly represen- 
tative of volume used by a small 
household. 

This same quarterly minimum 
charge including 300 cubic feet of 
water is applied to consumers in the 
domestic and commercial class and al- 
so in the industrial class. Both classes 
have the same rates in the lower blocks 
so that they have the same charges for 
equivalent volumes of water con- 
sumed. For the industrial consumers 
the rates are less in the higher blocks 
than those proposed by the company 
which largely offsets the increase in 
the lower blocks for the larger con- 
sumers. 

The major part of the increase will 
be applied to the charges for public and 
private fire protection service which 
are now producing a lower proportion 
of revenue than they should, and the 
Commission is of the opinion that 
even though this increase is substan- 
tial, this change is fully justified, since 
it is certain that the rates as now es- 
tablished will produce a less propor- 
tion of revenue than might properly 
come from this class of service. 


The rates must not be unreasonable, 
such as to deny the service of a utility 
company to its customers, but in this 
instance the rates as hereinafter de- 
termined cannot be so considered, nor 
can it reasonably be found that these 
rates for any class of service are more 
than the service is reasonably worth. 

The following table indicates by 
comparison the operating revenue 
from each class of service under the 
present rates, the company’s proposed 
rates and those established by the 
Commission : 


Operating Revenues 


Actual Estimate 
1936 Co’s 
Present Proposed 

ates Rates 


$41,128 $42,977 
16,061 21,780 


Estimate 
omm, 
Rates 


$42,800 
18,600 


Domestic and com- 
mercial 
Industrial 
Public fire protec- 
tion service: 
Mystic fire 
trict 4,410 
Stonington fire dis- 
trict 315 
Borough of Ston- 
ington 2,115 


7,280 7,826 
560 525 


3,360 2,962 

Private fire protec- 
tion service .... 1,302 2,310 2,177 
120 120 120 


$65,451 $78,387 $75,010 


It seems fitting to refer again to the 
increase of about $4,300 in local taxes 
made subsequent to the rate increase 
ordered in 1935, since if this addi- 
tional expense had not been imposed 
upon the company it is quite likely that 
the present increase in rates herein 
provided would not have been so large 
and possibly might have been avoided 
altogether. 


Schedule of Rates 





Based upon the foregoing and upon 
all the facts presented in this case, the 
Commission is of the opinion and 
finds that the following schedule of 
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rates should be and is hereby pre- 
scribed as reasonable maximum rates 
and charges for all patrons-and all 


classes of service by the Mystic Valley 
Water Company: [Schedule omit. 
ted. ] 
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Jackson County 


Independence Wiis Company 


[Case No. 9466.] 


Service, § 54 — Powers of Commission — Extensions — Rules and regulations, 


1. The Commission can require a water utility to extend its mains only in 
conformity with the rules and regulations in effect at the particular time, 


p. 50. 


Rates, § 124 — Revenue from extension — Water utility. 
2. The fact that in twenty years a water utility will receive $90,000 in gross 
revenue upon an extension that cost slightly in excess of $30,000 is not 
controlling in the matter of fixing the rates that should be charged for 


- the service rendered, p. 51. 


Return, § 16 — Reasonableness — Factors considered. 
3. A water utility should be permitted to charge rates that will allow it to 
earn a reasonable return on the fair value of the property after all the 
operating expenses have been paid and a proper reserve set aside for 
replacement or depreciation of the system, p. 51. 


[January 27, 1938.] 


(ner against charges made by a water utility for 
service to county institution; complaint dismissed. 


By the Commission: This case is 
before the Commission upon the com- 
plaint of Jackson county against the 
charges made by the Independence 
Waterworks Company for water serv- 
ice furnished to one of the county in- 
stitutions known as the McCune Home 
for Boys. Jackson county is one of 
the legally organized counties and mu- 
nicipal subdivisions of this state. The 
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Independence Waterworks Company 
is a corporation organized under the 
laws of the state of Missouri and is 
engaged, as a public utility, in furnish- 
ing water service to the city of Inde- 
pendence and its inhabitants, as well 
as the unincorporated area of Jackson 
county adjacent to the city of Inde- 
pendence. Included in the customers 
to whom it furnishes service are in- 
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stitutions of the county, including the 
Jackson County Farm and the McCune 
Home. 

In response to the complaint against 
the charges for the water service fur- 
nished the McCune Home, the defend- 
ant, Independence Waterworks Com- 
pany, replies that the main through 
which water service is furnished the 
McCune Home was constructed in 
conformity with a contract entered in- 
to between it and the county, and that 
the rates charged are in conformity 
with the understanding had in that 
agreement, and further, that the ex- 
tension was made and the charges for 
the service are in conformity with the 
rates and charges, rules and regula- 
tions set out in its schedule filed with 
the Commission. 

A hearing was held on December 
22nd, at which time all interested par- 
ties were present and given an oppor- 
tunity to be heard. The case was then 
submitted upon the record. The par- 
ties were given until January Ist to 
file briefs. Briefs have been received. 

The evidence shows that on May 7, 
1930, Jackson county, through its 
county court, entered into a contract 
with the Independence Waterworks 
Company for the extension of a 6-inch 
water main along Lexington road, a 
distance of about 5 miles, to the Mc- 
Cune Home for Boys. The line was 
connected to the terminus of a 6-inch 
main located on or near Frederick ave- 
nue just east of the city limits of In- 
dependence, and thence extended in a 
northeastwardly direction to the Mc- 
Cune Home. It was agreed that the 
county should take the water and pay 
therefor a minimum bill of $2,500 a 
year, if the amount taken with the 
meter rates applying thereto did not 
[4] 


amount to that much. It was then es- 
timated by the defendant that it would 
secure from prospective users of the 
service along the pipe line to be laid 
sufficient sales to produce an additional 
annual revenue of $2,000. The de- 
fendant estimated it should receive a 
revenue of at least $4,500 a year in 
order to justify the expenditure re- 
quired to furnish the service. It was 
estimated by the defendant that the 
cost of the 6-mile extension would be 
$40,000. 

The evidence shows that the pipe 
line was constructed between June 
and September of 1930 at a cost of 
$30,271 plus a few cents. In view of 
the lower actual cost, the county takes 
the position that the guaranteed 
monthly minimum to be paid by it 
should be correspondingly lower. The 
county argues that if the defendant is 
paid for a period of twenty years the 
amount provided for in the contract, 
the defendant will have received 
$90,000 on an extension that cost 
something like $30,000, and after tak- 
ing out the cost of the water and de- 
livering it there will still remain a 
large profit to the defendant. The 
County’s Exhibit No. 2, prepared for 
it by the defendant, shows the total 
sales made each year by the defendant 
to customers along the pipe line in 
question, including the sales to the 
McCune Home. An examination of 
that exhibit shows that the sales to the 
individual customers along the pipe 
line have not yet reached the estimated 
amount of $2,000. Service was begun 
in September of 1930. The annual 
revenues received since then have 
amounted from $1,171 to $1,943.31. 
The last figure was reached in 1936. 
That for 1937 amounted to $1,600.92. 
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The total revenue received from those 
customers since the beginning of serv- 
ice amounted to $11,169.42. The to- 
tal amount received from the county 
amounted to $18,021.35. The total 
receipts from all sources amounted to 
$29,190.83. The revenues received 
from the county by applying the sched- 
ule of rates to the actual amount of 
water taken by the county amounted 
to $8,576.21. Because of the guar- 
anty required under the contract, the 
county was required to pay an addi- 
tional amount above that of $9,445.20. 
When the receipts from the customers 
along the line amount to more than 
$2,000 annually, the amount received 
above $2,000 will be deducted from the 
guaranteed minimum of the county, 
permitting the county to pay a lesser 
minimum by that amount or by an 
amount up to the difference. If the 
bill found by applying the regular 
schedule of rates to the water taken 


by the county at any time amounts to 
more than the guaranteed minimum, 
the water above that amount will be 
charged for at the regular schedule of 


rates filed by the defendant. The 
$2,500 annual guaranty is to be paid 
in amounts equal to one-twelfth of 
that figure, or slightly over $208 per 
month. 

Defendant contends that it is not 
earning an excessive return on the 
fair value of its property. It shows 
that fact in an exhibit prepared by it 
for the county filed as Exhibit 3 in this 
case. That exhibit shows it earned 
3.8 per cent on a value of $1,155,108. 
It should be stated that this Commis- 
sion made an investigation of the busi- 
ness of the defendant, that included 
the finding of the fair value of the 
property and the reasonableness of the 
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return made on that value. The 
port of the Commission’s finding , 
made as of March 25, 1935. The fais 
value of the property at that time wa 
fixed at $1,050,000. The Commissio, 
further stated that “the company j 
not earning more than a fair retym 
on its property.” The total revenues 
received at that time, for the year en 
ed June 30, 1934, amounted to $189, 
598.49. Out of this the defendant had 
available for depreciation and retum 
$69,942.46. For the year ended De 
cember 31, 1936, it claims it had avail- 
able for depreciation and return $58. 
731.13. It further contends that the 
figures submitted in the exhibits pre. 
pared by it for this case are prepared 
in conformity with the classification 
of accounts prescribed by this Com- 
mission. 

[1] It should also be added at this 
time that the Commission made an in- 
vestigation of the practices of the de- 
fendant in extending its mains to new 
or prospective customers. That mat- 
ter appears in Case No. 7483 (1 
P.U.R.(N.S.) 173). By the order 
issued therein April 19, 1933, the de- 
fendant was required to file new rules 
and regulations governing extensions 
of its mains to new customers. The 
defendant was required to lay an ay- 
erage of 100 feet of main per custom- 
er to be connected and state the basis 
on which it would extend mains if the 
extension to a customer or customers 
amounted to more than 100 feet per 
customer. In response to that the de- 
fendant filed its extension rule, pro- 
viding that, if the length of the main 
required is greater than 100 feet per 
customer, the defendant will spend 
towards the cost of the laying of the 
main six times the estimated annual 
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syene to be received from the new 
ysiness to be connected. That rule 
ontinues to be in effect. In view of 

e decision of the supreme court in 
tate ex rel. St. Louis County Gas Co. 
. Public Service Commission (1926) 
B15 Mo. 312, P.U.R.1927A, 187, 286 
k W. 84, the Commission can only 
quire the defendant to extend its 

ains in conformity with the rules 

at are in effect at the particular time. 
hould conditions warrant an investi- 
ration of the rule, that can be made 
bnd the rule modified as the evidence 
may require. The defendant’s exten- 
kion rule has not been attacked in this 
proceeding, so it is the view of the 
ommission that the reasonableness 
of the charges made by the defendant 
for service furnished the county in 
his case can be determined by the ap- 
plication of the defendant’s rule. It is 
hown that the extension cost $30,271. 
One-sixth of that amount is $5,045. 
So if the extension rule is to govern, 
he defendant should receive from the 
McCune Home extension an entire an- 
mal revenue of $5,045 instead of the 
$4,500 that is guaranteed under the 
contract. 

It is not to be understood that the 
Commission indicates the charges 
should be raised because the extension 
rule is to apply generally to all con- 
Mitions. It may be that by a further 
examination of the extension rule it 
should be modified when applied to un- 
sual extensions, such as was made to 
serve the McCune Home. The will- 
ingness of the defendant to accept an 
annual guaranty payment of less than 
one-sixth of the estimated cost indi- 
tates that it takes a similar view of 
he matter. 


[2,8] The position the county 


takes in stating that in twenty years 
the defendant will receive $90,000 in 
gross revenue upon an extension that 
cost slightly in excess of $30,000 is 
not controlling in the matter of fixing 
the rates that should be charged for the 
service rendered. The rates the de- 
fendant should be permitted to charge 
should be those rates that will allow 
the defendant to earn a reasonable re- 
turn on the fair value of the property 
after all the operating expenses have 
been paid and a proper reserve set 
aside for replacement or depreciation 
of the system. 

If the defendant receives only a 
reasonable return on the system it will 
receive nothing out of the operating 
revenues to pay back to it the $30,000 
invested in the extension. The only 
way by which it can return that $30,- 
000 to the treasury is through the de- 
preciation reserve which will be avail- 
able should the defendant, at any time 
in the future, cease the operation of 
its system. It may, by the issuance of 
bonds at a lower rate of interest than 
the return earned, impound the dif- 
ference and return to the treasury, over 
a number of years, the cost of the line. 
That is a matter for the defendant to 
handle. 

We believe from all the evidence 
that the terms and conditions under 
which the defendant is furnishing the 
service to the McCune Home and the 
charges made therefor are fair and 
reasonable, both to the county and the 
defendant, and that this cause should 
be dismissed without prejudice. 

It is, therefore, after due consider- 
ation, 

Ordered: 1. That this cause be 
and the same is hereby dismissed. 

23 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


Ordered: 2. That this order be mission serve certified copies of 4 
effective ten days from the date here- report and order upon all parties ; 
of, and that the secretary of the Com- terested herein. 
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Re Rose Anna McDonald he rev 


jee rene 


[Decision No. 30472, Application No. 21415.] 


Service, § 230 — Abandonment — Inadequate revenues — Uncollected bills, 
1. Consumers in straitened financial circumstances must be recognized q 
actual sources of revenue, in a proceeding to determine whether author 
should be granted to abandon a water service alleged to be operated at 
loss, where consumers are few and total collectible revenues play a vi 
part in the ultimate findings, although the utility owner has generous 


served such customers without making serious attempts at collection, p 
53. 


Service, § 230 — Abandonment — Inadequate revenues — Free service to 
owner. 


2. It is improper to charge all operating costs, including depreciation 
against paying consumers while making no credit or allowance in reven 
or expense for water delivered to the utility owner, in a proceeding t 
determine whether abandonment of service should be authorized on accoun 
of operation at a loss, p. 54. 

Service, § 230 — Abandonment — Inadequacy of revenues. 


3. Authority to abandon water service should be denied where, disregard 
ing revenues representing a fair charge for free water used by a util 
owner and confining operations to other consumers only, the service doeg 
not produce an out-of-pocket loss but yields a substantial net retum 
upon entire investment, p. 54. 


Service, § 241 — Abandonment — Inadequate revenues — Rate increase 
alternative. 


4. A public utility owner, instead of abandoning service which does n 
produce a full net return to which the utility may be entitled by law 
should apply for a rate increase, p. 54. 


[January 3, 1938.] 


F  serh aes for authority to abandon water service ; denied. 


¥ 


APPEARANCES: Francis Carr, for WuitsELL, Commissioner: Ros 
applicant; E. E. Erich, for himself Anna McDonald, owner and operato 
and other consumers. of a domestic water system in the 
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ncorporated town of French Gulch, 
chasta county, asks for authority to 
bhandon and discontinue service. Ap- 
plicant alleges that the consumers 
ave other sources of water supply; 
that the system is being operated at a 
oss; and that the main distribution 
pipe line requires replacement, but that 
the revenues obtained from the serv- 


A public hearing in this proceeding 
was held at French Gulch. 

Heretofore, on the 18th day of 
June, 1936, Mrs. McDonald filed an 
application (Application No. 20616) 
asking for authority to discontinue 
service which was denied in Decision 
No. 29386, issued December 21, 1936. 
No substantial change has occurred in 
the community affecting this water 
system since the date of this decision 
to which reference is made for addi- 
tional information and a more com- 


plete description and history of the 
waterworks and its operations. 

The plant consists of-14 miles of 
ditch and approximately 1,700 feet of 


4-inch, 3-inch, and 14-inch pipe. Wa- 
ter is obtained by diversion from 
French Gulch creek. In years of nor- 
mal rainfall there is sufficient water 
flowing in the stream to provide serv- 
ice during the entire year; however, 
there are years of subnormal rainfall 
during which the stream is unable to 
provide a water supply for the com- 
munity and it is necessary for the con- 
sumers to obtain water from shallow 
wells and an open ditch owned by Ed- 
ward Laboudique, diverting from a 
point on Clear creek just above and at 
the outskirts of French Gulch. These 
sources, however, are subject to sur- 
face contamination. The canal is 


called the Town ditch and supplies 
water for irrigation purposes only. 
The ditch is not located at an elevation 
high enough to supply many of the 
users in French Gulch but applicant’s 
premises is among the few so served. 
Originally the water supply from 
French Gulch creek was acquired by 
Bernard Gartland, father of applicant, 
for mining purposes on Mineral Lot 
No. 39, then known as the Gartland 
Placer Mine and later known as the 
Gartland Home Place. Mrs. McDon- 
ald now maintains her residence on 
the premises and rents another home 
on the same property. According to 
the testimony, Thomas McDonald, the 
deceased husband of applicant, about 
forty-five years ago installed a pipe 
line in the main street of French Gulch 
for the purpose of supplying the com- 
munity with water for fire protection 
purposes and for sprinkling the road- 
way. Subsequently this line was ex- 
tended 500 feet, more or less, to serve 
the schoolhouse. The various resi- 
dents in the community were permit- 
ted to connect service pipes to the 
main and domestic service was fur- 
nished and charged for at rates vary- 
ing from $10 to $30 per year, depend- 
ing upon the size of the premises. 

[1] The testimony shows that the 
actual collections from nine consumers 
in 1936 was $65 and the operating ex- 
penses $134, resulting in an annual 
loss of $69. However, it was admit- 
ted that some of the consumers had 
failed to pay for service and that no 
serious attempt has in the past or is 
now being made to collect from them. 
It was admitted by applicant that there 
were three other consumers in addi- 
tion to the nine who were not billed 
for service as they were her personal 
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friends. While such generosity in 
providing water service without cost 
to certain consumers in straitened fi- 
nancial circumstances is highly com- 
mendable, yet from a legal standpoint, 
in a case where there are so few con- 
sumers and total collectible revenues 
play so vital a part in the ultimate 
findings, the Commission must recog- 
nize such users as actual sources of 
revenue. Had collections been made 
from all of the users served during 
1936, the revenues would have amount- 
ed to at least $131, disregarding en- 
tirely the credit to revenues that prop- 
erly should be chargeable to applicant 
for the water used for irrigation and 
sprinkling upon the several acres com- 
prising the McDonald home and her 
adjoining property occupied by ten- 
ants. 

[2-4] Under the present method of 
accounting followed by applicant, no 
revenues are credited to her service 
but all cost of operation, including de- 
preciation, is charged against the con- 
sumers, resulting in free water serv- 
ice for the entire Gartland Home 
Place at the expense of all other and 
paying water users. Obviously this is 
improper. The record shows that the 
largest item of expense is that for the 
ditch tender which totals $120 per 
year. The premises of applicant con- 
sists of approximately 7 acres of gar- 
den, lawn, and orchard upon which 
are located two residences. No allow- 
ance in revenue or expense is made for 
the water delivered to either of these 
two residences which cover an acreage 
about equal to that of the lawns and 
gardens of all other users combined. 

In giving proper consideration to 
the allocation of a reasonable portion 
of the operation expenses to the costs 
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of supplying water to the McDonald 
holdings, the above basis of area and 
use indicate that one-half thereof 
should be so distributed. Disregard. 
ing revenues representing a fair charge 
for water used on applicant’s premises 
and confining operations to the other 
consumers only, this service produces 
not an out-of-pocket loss, as alleged, 
but, on the contrary, yields a substan- 
tial net return upon the entire invest- 
ment which is reported to be $1,500, 
Should this profit not amount to the 
full net return upon fixed capital to 
which the utility owner may be enti- 
tled by law, she has her legal remedy, 
as pointed out in our former decision 
(Decision No. 29386), to apply to this 
Commission for an increase in rates. 
Under this view of the case, it will be 
unnecessary to pass upon the extent of 
the dedication to the public use of the 
waters of French Gulch creek, espe- 
cially in view of the fact that counsel 
for Mrs. McDonald freely concedes 
that the water served to the town con- 
sumers has been so dedicated for a pe- 
riod of at least forty-five continuous 
years last past. 

Nothing has been presented in this 
proceeding that was not before the 
Commission in the former application 
for discontinuance which was decided 
only eight months prior to the filing of 
the instant case. 

Referring to the allegations of ap- 
plicant to the effect that all consumers 
have individual wells or are able to ob- 
tain water for domestic use from oth- 
er sources and also that the French 
Gulch supply is no longer necessary 
for fire protection purposes, the evi- 
dence presented by each and every con- 
sumer testifying was to the effect that 
the consumers are all dependent upon 
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the McDonald system for water not 
only for irrigation purposes but for 
household uses as well and that the 
mains of applicant’s system being un- 
der pressure provide the sole reliable 
source of protection against the rav- 
ages of fire. The only pumping ap- 
paratus owned by the fire district con- 
sists of a small locally constructed 
pumping outfit mounted on a 1920 
model Dodge automobile which is used 
only to cover sections of the commu- 
nity not served by the mains of the 
McDonald system. It is clear from 
the past performance of this piece of 
home-made equipment that reliance for 
fire protection must be placed upon 
the facilities provided by applicant’s 
pressure system. 

Testimony concerning the present 
condition of the mains and pipe lines 
used for the distribution of water is 
somewhat contradictory. The pipe 
lines which have been in place for ap- 
proximately forty-five years are 
claimed to be in need of immediate re- 
placement by the owner; however, 
several witnesses testified that remain- 
ing life of these pipe lines should be be- 
tween five and ten years and that the 
mains at present are capable of giving 
reasonably good service without ex- 
tensive repairs. 

Under the circumstances and ac- 
cording to the facts as set forth above, 
the evidence presented is insufficient 
to warrant the Commission in au- 
thorizing the discontinuance of fur- 
ther public utility service to the con- 
sumers on this system; however, as 
was suggested at the hearing, it ap- 
pears certain that Mrs. McDonald can 
make arrangements to turn over the 
responsibility of operating this water 
system to the local fire district in the 


event she no longer cares to be bur- 
dened with its continued operation. 
Members of the board of directors of 
the fire district present indicated their 
willingness to enter into such an ar- 
rangement and agreed to deliver to the 
premises owned by Mrs. McDonald 
water free of charge in the quantities 
to which she is entitled as long as wa- 
ter is available in the ditch system. 
This latter proposal commends itself 
to this Commission as being a happy 
solution to the difficulties involving 
the service rendered to the community 
of French Gulch by applicant herein. 

In conclusion it should be stated 
that Mrs. McDonald is most deserv- 
ing of full credit for maintaining this 
water service throughout the many 
years of distressed and uncertain finan- 
cial conditions which have so severely 
stricken this once populous and thriv- 
ing, pioneer mining town, without, in 
a single instance, insisting upon full 
payment for water from those con- 
sumers unable to obtain work and pay 
their bills and also in so magnanimous- 
ly refraining from pursuing her full 
legal rights and demanding long since 
the establishment of higher water 
rates. 

The following form of order is 
submitted : 


ORDER 


Application having been made to 
this Commission as entitled above, a 
public hearing having been held there- 
on, the matter having been submitted, 
and the Commission now being fully 
advised in the premises, 

It is hereby ordered that the appli- 
cation herein be and it is hereby de- 
nied. 

23 P.U.R.(N.S.) 
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For all other purposes the effective are hereby approved and ordered file 
date of this order shall be twenty days as the opinion and order of the Rai. 
from and after the date hereof. road Commission of the state of Cal. 

The foregoing opinion and order fornia. 
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Parties, § 9 — Challenge of Federal administrator's act — Loans and grants for 
public plant — Rights of competitors. 


1. Hydroelectric power companies have no standing to question the mak- 
ing of a loan and grant by the Federal Administrator of Public Works to 
a state power authority in aid of the construction of a hydroelectric project 
for the generation of electric current which will be sold in competition with 
the company, p. 59 


Parties, § 9 — Competitor of state power project — Right to challenge project 
construction. 

2. Hydroelectric power companies which do not have franchises for the 

sale of electric current have no standing to question the legality of the 

construction on a river of a power project by a state authority for the 

generation of electric current, which will be sold in competition with the 

companies, since neither the sale of current nor the obstruction or diver- 
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sion of a stream by the project will infringe any right of the companies, 
p. 59. 


Injunction, § 54 — Parties — Rights of competitor. 


3, The mere fact of competition does not entitle one whose rights are not 
invaded to enjoin the unlawful acts of a competitor, p. 59. 


Parties, § 7 — Enforcement of public rights — Obstruction of navigable stream. 
4, Any unlawful obstruction of a navigable stream or a public highway 
is a matter for the public authorities, not a matter of which private in- 
dividuals may complain, unless they suffer some direct and special injury 
to their rights not common to the public, p. 61. 


Parties, § 7 — Enforcement of public rights — Obstruction of navigable stream 
— Standing of licensee. 

5. The fact that a hydroelectric power company holds a license from the 
Federal Power Commission for the construction of a power plant on one 
river, which license does not purport to grant to the licensee any sort of 
license exclusive or otherwise for the sale of electric power, does not give 
the licensee standing to enjoin the unlawful obstruction of other public 
waters in the state by the construction of a power project by a state author- 
ity, p. 62. 

Monopoly and competition, § 23 — Rights under Federal power license. 


6. The provisions of the Federal Water Power Act giving the Commis- 
sion the right to regulate rates in the absence of regulation by a state Com- 
mission and to require the development of a power project to meet the 
needs of the public are provisions designed to protect the public against 
exorbitant rates and the withholding of natural resources from profitable 
use, not provisions granting to the licensee any sort of monopoly or fran- 
chise for the sale of electric current or immunity from any sort of com- 
petition in the sale thereof, p. 63. 


Parties, § 10 — Enforcement of public rights — Standing of taxpayer. 


7. Hydroelectric power companies have no standing as taxpayers of a state 
to complain of the making of a Federal loan and grant in aid of the con- 
struction of a power project by a state authority, p. 63. 


Parties, § 10 — Enforcement of public rights — Standing of taxpayers. 


8. Hydroelectric power companies have no standing as taxpayers of a state 
to complain that the obstruction of a navigable stream is in violation of a 
Federal statute, in the absence of a showing of direct and special injury 
resulting therefrom; the fact that they are taxpayers does not give them 
any special right in the stream which will be invaded by obstruction, p. 63. 


Courts, § 23 — Stare decisis — Federal court following law of state — Matters 
of practice. 
9. Federal courts of equity are not governed by state law in matters of 
practice, although they look to the law of the state for the ascertainment 
of rights of a substantive character, p. 64. 


Judgment, § 2 — Estoppel to taxpayer's suit. 
10, A judgment in a taxpayer’s suit to enjoin a state power authority from 
constructing a hydroelectric project is an estoppel against another suit by 
a taxpayer asking the same relief, not only as to the questions actually 
raised and decided, but as to all other questions which could properly have 
been raised and decided therein, p. 64. 
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Courts, § 1 — Jurisdiction — Question of proper parties. 
11. The question of the right of a plaintiff to maintain a suit, alt 
frequently treated as going to the question of jurisdiction, goes in rea} 
to the right of the plaintiff to relief rather than to the jurisdiction of th 


court to afford it, p. 64. 


[February 2, 1938.] 


Fire from order denying injunction in cases instituted to 
enjoin the South Carolina Public Service Authority from 
constructing a hydroelectric project and the Federal Adminis- 
trator of Public Works from making a loan and grant in aid 
thereof ; affirmed. For lower court decision, see 20 F. Supp. 854. 


APPEARANCES: William M. Rog- 
ers, of Birmingham, Ala., and Ray- 
mond T. Jackson, of Cleveland, Ohio 
(W. H. Weatherspoon, of Raleigh, 
N. C., Arthur R. Young, of Charles- 
ton, S. C., W. C. McLain, of Colum- 
bia, S. C., and A. J. Bowron, Jr., and 
Douglas Arant, both of Birmingham, 
Ala., on the brief), for appellants; R. 
M. Jefferies, of Walterboro, S. C., 
and Paul Freund, Special Assistant to 
Attorney General (W. J. McLeod, 
Jr., of Miami, Fla., James W. Morris, 
Assistant Attorney General, and 
Enoch E. Ellison, Attorney, Depart- 
ment of Justice, Carl F. Farbach, 
Robert E. Sher, and Joseph B. Hobbs, 
of Federal Emergency Administration 
of Public Works, all of Washington, 
D. C., on the brief), for appellees ; 
Oswald Ryan, General Counsel, Fed- 
eral Power Commission, of Washing- 
ton, D. C. (Howard E. Wahrenbrock, 
Willard W. Gatchell, and William C. 
Koplovitz, all of Washington, D. C., 
on the brief), for Federal Power 
Commission, amicus curiae. 

Before Parker, Northcott, 
Soper, Circuit Judges. 


and 


ParKER, Circuit Judge: These are 
appeals from an order denying an in- 


23 P.U.R.(N.S.) 


junction in three consolidated cases 
instituted to enjoin the South Caro- 
lina Public Service Authority from 
constructing the Santee-Cooper Pow- 
er-Navigation Project and Harold L. 
Ickes, Federal Administrator of Pub- 
lic Works, from making a loan and 
grant in aid thereof. The plaintiffs 
are hydroelectric power companies do- 
ing business in the state of South 
Carolina, one of them, the Carolina 
Power & Light Company, holding a 
license from the Federal Power Com- 
mission for a hydroelectric project 
which it operates on Big Pigeon river 
in Haywood county, N. C. The de- 
fendant South Carolina Public Serv- 
ice Authority is a body corporate cre- 
ated as a governmental agency of the 
state of South Carolina by Act No. 
887 of the General Assembly of 1934, 
38 Stat. at L. p. 1507, and authorized 
thereby to construct a power and navi- 
gation project on the Santee and 
Cooper rivers and to divert the waters 
of the Santee into the Cooper for that 
purpose. A loan and grant aggregat- 
ing $37,500,000 in aid of the project 
has been approved by the Administra- 
tor of Public Works and an agree- 
ment to advance $6,000,000 thereof to 
begin construction has been executed. 
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The project may be briefly described 
4s follows: The Santee and Cooper 
ye navigable rivers, the navigable 
portions of which lie wholly within 
the state of South Carolina. While 
they are navigable for a considerable 
distance, the navigation which they 
arry at this time is of an entirely neg- 
lgible character. It is proposed by 
means of the project to provide an 
improved water route from Columbia 
to Charleston which will really be use- 
ful for purposes of navigation, and 
which will shorten the distance of 
water transportation between these 
cities from 246 to 145 miles, and at 
the same time to construct a hydro- 
dectric power plant capable of pro- 
ducing annually 450,000,000 kilowatt 
hours of primary power and 200,000,- 
000 kilowatt hours of secondary 
power. This is to be accomplished by 
constructing a diversion dam at Wil- 
son’s Landing in the Santee, about 
87 miles above its mouth, and divert- 
ing the flow of that river, with the 
exception of about 500 c.f.s., through 
acanal intothe Cooper. A power dam, 
with appropriate navigation locks, is 
to be constructed in the latter river at 
Pinopolis, and by the use of appro- 
priate electrical generating machinery 
the potential energy of the impound- 
ed water is to be converted into elec- 
trie current. 

The result of the construction of 
the project will be to decrease the nav- 
igable capacity of the Santee below 
the diversion dam; but provision is 
made in the license granted therefor 
to take care of any future need of 
navigation in that part of the river 
by providing that the flow below the 
dam shall be increased by releasing 
such additional quantities of water as 


in the opinion of the Chief of Engi- 
neers of the War Department and the 
Secretary of War may be necessary 
for the proper operation of navigation 
facilities to be provided by the govern- 
ment. The project has been author- 
ized by the South Carolina legislature 
by Act 887 of the General Assembly 
of 1934, which has been upheld as 
constitutional by the supreme court of 
South Carolina. Clarke v. South Car- 
olina Public Service Authority (1935) 
177 S. C. 427, 181 S. E. 481. It has 
been licensed also by the Federal Pow- 
er Commission, after approval by the 
Chief of Engineers of the War De- 
partment and the Secretary of War. It 
appears also that Congress, after being 
advised as to the project and the ear- 
marking of funds for the loan and 
grant in aid thereof, has appropriated 
additional funds for carrying it on. 
Public Resolution No. 47, 75th Cong. 
June 29, 1937, Chap. 401, § 205(e), 
15 USCA § 728 note. See also Sen- 
ate Document 184, 74th Cong. 2d 
Sess. p. 11, and 81 Cong. Rec. 6054 
and 81 Cong. Rec. 8304. 

[1-8] Injunctions are sought by 
plaintiffs to restrain not only the mak- 
ing or receiving of the Federal loan 
and grant in aid of the project but also 
the construction of the project itself 
on the ground that it involves the im- 
pairment of the navigable capacity of 
a portion of a public waterway. As 
to this, the plaintiffs contend that both 
the license of the Federal Power Com- 
mission and the South Carolina stat- 
ute authorizing the project are invalid, 
the former because not authorized by 
a valid act of Congress, the latter be- 
cause in contravention of the Consti- 
tution of the state. All of these mat- 
ters are fully discussed in the able and 
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exhaustive opinion of the court below, 
reported in (1937) 20 F. Supp. 854. 
We find it unnecessary to consider 
them here, since we think it clear, in 
the light of recent decisions of the 
Supreme Court, that plaintiffs have 
no standing in court to urge them as 
no right of plaintiffs will be infringed 
by the acts which it is sought to en- 
join. Alabama Power Co. v. Ickes 
(1938) 302 U. S. —, 82 L. ed. —, 21 
P.U.R.(N.S.) 289, 58 S. Ct. 300, 
306; Duke Power Co. v. Greenwood 
County (1938) 302 U. S. —, 82 L. 
ed. —, 21 P.U.R.(N.S.) 298, 58 S. 
Ct. 306. 

There can be no question, under the 
cases cited, but that plaintiffs have no 
standing to question the making of the 
loan and grant by the Administrator 
of Public Works, and we shall not dis- 
cuss that matter further. We think 


it equally clear that they have no stand- 


ing to question the legality of the con- 
struction by the defendant Authority 
of the prospective dams and waterways 
contemplated by the project. It is ad- 
mitted that none of the plaintiffs has 
a franchise which is exclusive as 
against the Authority, that none of 
them has any prior or superior inter- 
est in the project or the license there- 
for, that none of them claims any in- 
jury or threat of injury to any special 
right or interest as owner of riparian 
lands which will be flooded, eroded, or 
deprived of water, and that none of 
them has any interest in navigation on 
the river in question, as operator of 
vessels, owner of wharves, shipper, 
or otherwise. The only interest which 
plaintiffs claim to have in the matter 
is that they will be damaged by reason 
of the fact that the defendant Author- 
ity will sell electric current in compe- 
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tition with them and that the construc- 
tion of the project will enable it to pro- 
duce the current. As plaintiffs have 
no exclusive franchise for the sale of 
electric current, however, no right of 
theirs will be invaded by competition 
on the part of the Authority or by any 
sales which it may make. So far as 
production of current is concerned, no 
right of theirs could possibly be in- 
fringed thereby, whether the obstruc- 
tion and diversion of the Santee re- 
sulting in its production be lawful or 
not. Since, therefore, neither the sale 
of electric current nor the obstruction 
or diversion of the stream infringes 
any right of plaintiffs, it must follow 
that both together do not infringe 
such right. It has never yet been held, 
so far as we are aware, that the mere 
fact of competition entitles one whose 
rights are not invaded to enjoin the 
unlawful acts of a competitor. If, as 
held in the Alabama Power Case, 
plaintiffs have no ground to complain 
of an unlawful lending of money to 
enable a competitor to manufacture 
electric power to sell in competition 
with them, we fail to see how they can 
have ground of complaint because of 
the unlawful obstruction of a stream 
for that purpose. 

In the case of New Orleans, M. & 
T. R. Co. v. Ellerman (1882) 105 U. 
S. 166, 174, 26 L. ed. 1015, cited as 
directly in point in the Alabama Pow- 
er Case, it appeared that the owner of 
certain public wharves in New Orleans 
had brought suit to enjoin the leasing 
of competing wharves by a railroad 
company on the ground that such ac- 
tion on its part would be ultra vires. 
It was held that the plaintiff had _ 
no standing in court, merely because 
he would be injured by the competi- 





struc- 
) pro- 
have 
le of 
ht of 
tition 
y any 
ar as 
d, no 
e in- 
truc- 
e re- 
ul or 
sale 
ction 
nges 
low 
‘inge 
held, 
nere 
hose 
the 
[, as 
"ase, 
lain 
y to 
ture 
tion 
can 
> of 
eam 


.& 
U. 


| as 


CAROLINA P. & L. CO. v. SOUTH CAROLINA PUB. SERV. AUTHORITY 


tion which would result from the ultra 
vires leasing of the property, to ques- 
tion that action. The court in its opin- 
ion used the following language, quot- 
ed with approval in the Alabama Pow- 
er Case, supra, at p. 296 of 21 P.U.R. 
(N.S.): “The only injury of which 
he can be heard in a judicial tribunal 
to complain is the invasion of some 
legal or equitable right. If he asserts 
that the competition of the railroad 
company damages him, the answer is, 
that it does not abridge or impair any 
such right. If he alleges that the rail- 
road company is acting beyond the 
warrant of the law, the answer is, that 
a violation of its charter does not of 
itself injuriously affect any of his 
rights. The company is not shown to 
owe him any duty which it has not per- 
formed.” Applying this language to 
the case at bar we may say that the 
only injury of which plaintiffs can be 
heard in a judicial tribunal to complain 
is the invasion of some legal or equi- 
table right. If they assert that the 
competition of the defendant Author- 
ity will damage them, the answer is 
that such competition will not abridge 
or impair any such right. If they al- 
lege that the Authority is violating the 
law in interfering with the navigabil- 
ity of the lower Santee, the answer 
again is that such violation does not 
injuriously affect any of their rights. 

[4] Much of the record and briefs 
is taken up with matters bearing upon 
the legality of a project which will re- 
sult in the obstruction of a navigable 
stream, and all of the argument with 
respect to the validity of the license 
and the statute have to do with this 
question ; but it is perfectly well settled 
that any unlawful obstruction of a 
navigable stream or a public highway 


is a matter for the public authorities, 
not a matter of which private individ- 
uals may complain, unless they suffer 
some direct and special injury to their 
rights not common to the public. Sul- 
livan v. American Mfg. Co. (1929) 
33 F. (2d) 690, 692; Radford Iron 
Co. v. Appalachian Electric Power Co. 
(1933) 62 F. (2d) 940, 942; George- 
town v. Alexandria Canal Co. (1838) 
12 Pet. 91, 100, 9 L. ed. 1012; Irwin 
v. Dixion (1850) 9 How. 10, 26, 13 
L. ed. 25; Mississippi & M. R. Co. v. 
Ward (1862) 2 Black, 485, 17 L. ed. 
311; Lownsdale v. Gray’s Harbor 
Boom Co. (1902) 117 Fed. 983; Fan- 
ning v. Stroman (1920) 113 S. C. 
495, 101 S. E. 861; Gray & Shealy v. 
Charleston & W. C. R. Co. (1908) 81 
S. C. 370, 62 S. E. 442; South Caro- 
lina Steamboat Co. v. Wilmington, C. 
& A. R. Co. (1896) 46 S. C. 327, 24 
S. E. 337, 33 L.R.A. 541, 57 Am. St. 
Rep. 688; Blanding v. Las Vegas 
(1929) 52 Nev. 52, 280 Pac. 644, 68 
A.L.R. 1273; 13 R. C. L. 227; 27 R. 
C. L. 1346; 45 C. J. 477, 478; 29 C. 
J. 627 ; notes, 4 L.R.A. 209, 59 L.R.A. 
1, 81. And, with respect to obstruc- 
tion of navigable waters, provision is 
expressly made by Federal statute for 
the Attorney General of the United 
States to institute proceedings for the 
removal of such obstructions. 30 
Stat. 1151, as amended 33 USCA 
§ 406; 41 Stat. 1076, 16 USCA § 820. 
Whether the remedy thus provided is 
exclusive where private persons sus- 
tain direct and special injury as a re- 
sult of the invasion of their rights, we 
need not decide. Cf. Minnesota v. 
Northern Securities Co. (1904) 194 
U. S. 48, 70, 48 L. ed. 870, 24 S. Ct. 
598; Paine Lumber Co. v. Neal 
(1917) 244 U. S. 459, 471, 61 L. ed. 
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1256, 37 S. Ct. 718. It is sufficient 
for the decision here that, in the ab- 
sence of such direct and special injury, 
suit by private persons on account of 
such obstruction may not be main- 
tained. 

[5] And we do not think that the 
plaintiff Carolina Power & Light 
Company has any better standing to 
ask the relief prayed, because of the 
license which it holds from the Feder- 
al Power Commission. That license 
was for the construction of a power 
plant on Big Pigeon river in Haywood 
county, N. C., more than 200 miles 
from the Santee-Cooper project and 
on an entirely different watershed. It 
merely licensed the construction of a 
power project in the river in question 
subject to the provisions and limita- 
tions of the Water Power Act, as 
amended, 16 USCA §&§ 791a-823, 
and did not purport to grant to the li- 
censee any sort of license, exclusive or 
otherwise, for the sale of electric pow- 
er. The idea that the mere granting 
of such a license should give the li- 
censee standing to enjoin the unlaw- 
ful obstruction by its competitors of 
other public waters in which it is not 
otherwise concerned, is one for which 
we can see no support in law or in rea- 
son. Plaintiffs rely upon the case of 
Frost v. Oklahoma Corp. Commission, 
278 U. S. 515, 73 L. ed. 483, P.U.R. 
1929B, 634, 49 S. Ct. 235; but the 
extent of the holding there was that 
the holder of a nonexclusive franchise 
was entitled to enjoin the competition 
of one who was subject to but did not 
comply with the franchise require- 
ments of the same statute. The ra- 
tionale of the decision is that a state 
statute regulating a business affected 
with a public interest and requiring a 
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determination of public convenience 
and necessity creates a quasi monopoly 
for those engaged therein and gives 
them a right to enjoin competition by 
those who have not complied with its 
provisions. In distinguishing that case 
in the Alabama Power Case, supra, at 
p. 297 of 21 P.U.R.(N.S.), the Sp. 
preme Court said of it: “Appellant 
there owned a cotton-ginning business 
in the city of Durant, Oklahoma, for 
the operation of which he had a license 
from the Corporation Commission. 
The law of Oklahoma, Comp. Laws 
1921, § 3713 (17 Okla. Stats. Ann. 
§ 42), provided that no gin should he 
operated without a license from the 
Commission, which could be obtained 
only upon specified conditions. We 
held that such a license was a franchise 
constituting a property right within 
the protection of the Fourteenth 
Amendment ; and that while the acqui- 
sition of the franchise did not pre- 
clude the state from making similar 
valid grants to others, it was exclusive 
against an attempt to operate a com- 
peting gin without a permit or under 
a void permit. The Durant Co-opera- 
tive Gin Company sought to obtain a 
permit from the Commission which, 
for reasons stated in our opinion, we 
held would be void and a clear invasion 
of Frost’s property rights. We con- 
cluded that a legal right of Frost to 
be free from such competition would 
by invaded by one not having a valid 
franchise to compete, and sustained 
Frost’s right to an injunction against 
the Commission and the Durant Com- 
pany. See Oklahoma Corp. Commis- 
sion v. Lowe, 281 U. S. 431, 435, 74 
L. ed. 945, P.U.R.1930C, 321, 50 S. 
Ct. 397. The difference between the 
Frost Case and this is fundamental; 
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for the competition contemplated 
there was unlawful while that of the 
municipalities contemplated here is en- 
tirely lawful.” 

[6] In the case at bar the competi- 
tion which the defendant Authority 
will afford by the sale of electric cur- 
rent is unquestionably lawful; and in 
no aspect of the case is anything said 
to be unlawful except the obstruction 
of the Santee and the procuring of the 
loan and grant, which are not matters 
of competition at all. If defendant 
Authority were attempting to interfere 
with the matters covered by the Caro- 
lina Power & Light Company’s license, 
as by attempting to interfere with the 
flow of Big Pigeon river, a case for 
injunctive relief might well be pre- 
sented; but certainly no such case is 
made by the selling of electric current 
in competition with the licensee, when 
the license is merely one for the dam- 
ming of a river and does not purport 
to grant a franchise of any sort for 
the sale of electric current. The pro- 
visions of the Water Power Act giv- 
ing the Commission the right to regu- 
late rates in the absence of regulation 
by a state Commission and to require 
the development of the project to 
meet the needs of the public, are provi- 
sions designed to protect the public 
against exorbitant rates and the with- 
holding of natural resources from 
profitable use, not provisions granting 
to the licensee any sort of monopoly 
or franchise for the sale of electric 
current or immunity from any sort of 
competition in the sale thereof. 

Other cases relied upon by plaintiff, 
viz., Campbell v. Arkansas-Missouri 
Power Co. (1932) 55 F. (2d) 560; 
Iowa Southern Utilities Co. v. Cassill 
(1934) 69 F. (2d) 703; Arkansas- 


Missouri Power Co. v. Kennett (1935) 
78 F. (2d) 911,21 P.U.R.(N.S.) 612, 
and Gallardo v. Porto Rico R. Light & 
P. Co. (1927) 18 F. (2d) 918, are 
readily distinguishable, as they merely 
hold that one who has a nonexclusive 
franchise is entitled to protection 
against the illegal acts of others “who 
propose to exercise the privilege con- 
ferred by the franchise.” Without 
deciding whether or not this is a prop- 
er extension of the doctrine of the 
Frost Case, as to which much doubt 
may well be entertained, it is clear that 
such extension of that doctrine does 
not help the position of the Carolina 
Power & Light Company, since the 
license which it holds from the Power 
Commission does not confer upon it 
the privilege of selling electric current 
in the territory which it serves, but 
merely of constructing a power project 
in Big Pigeon river, a privilege which 
none of the defendants is proposing 
to exercise. 

[7, 8] Plaintiffs contend that they 
have standing as taxpayers of the state 
of South Carolina to maintain the suit, 
particularly in so far as it relates to 
the obstruction of one of the navigable 
waters of the state. It is clear, of 
course, that the fact that they pay tax- 
es to that state can give them no right 
to complain of the making of the Fed- 
eral loan and grant. Allegan v. Con- 
sumers’ Power Co. (1934) 71 F. (2d) 
477, 21 P.U.R.(N.S.) 529. And we 
think it equally clear that that fact 
gives them no standing to complain 
that the obstruction of a navigable 
stream is in violation of a Federal stat- 
ute. And, as noted above, it is settled 
law that, in the absence of a showing 
of direct and special injury resulting 
therefrom, one may not sue to enjoin 
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the obstruction of a navigable stream; 
and this rule is well established in 
South Carolina. South Carolina 
Steamboat Co. v. Wilmington, C. & A. 
R. Co. supra; South Carolina Steam- 
boat Co. v. South Carolina R. Co. 
(1889) 30 S. C. 539, 9 S. E. 650, 4 
L.R.A. 209, 14 Am. St. Rep. 923. And 
the fact that plaintiffs are taxpay- 
ers does not give them any special 
right in the stream which will be in- 
vaded by such obstruction; and they 
fall within the rule that one may not 
sue, merely because he is a taxpayer, 
to enjoin the obstruction of a public 
highway. Blanding v. Las Vegas, su- 
pra, and note at 68 A.L.R. 1297. 
[9,10] Plaintiffs rely upon Clarke 
v. South Carolina Pub. Service Au- 
thority (1935) 177 S. C. 427, 181 S. 
E. 481, as establishing the right of a 
taxpayer under the South Carolina 
practice to sue in such a case as we 
have here. But while Federal courts 
of equity look to the law of the state 
for the ascertainment of rights of a 
substantive character, in matters of 
practice they are not governed by state 
law. Cf. Henrietta Mills v. Ruther- 
ford County (1930) 281 U. S. 121, 
127, 74 L. ed. 737, 50 S. Ct. 270, 272. 
If, however, we could look to the state 
practice, it is clear that the right of 
plaintiffs as taxpayers to maintain this 
suit is precluded by the decision in the 
Clarke Case, which was another tax- 
payer’s suit to enjoin the same project. 
Under the law of South Carolina the 
judgment therein was an_ estoppel 
against another suit by a taxpayer ask- 


ing the same relief, not only as to the 
questions actually raised and decide 

but also as to all other questions whic 

could properly have been raised and 
decided therein. Davis v. Weg 
Greenville (1928) 147 S. C. 448, 145 
S. E. 193; State ex rel. Brown v. Ches- 
ter & L. N. G. R. Co. (1879) 13$.¢ 
290. And this is the general law. Seg 
Eaton v. Mooresville Graded School 
(1922) 184 N. C. 471, 114 S. E. 689) 
Greenberg v. Chicago (1912) 256 Il 
213, 99 N. E. 1039, 49 L.R.A.(N.S) 
108, and note; Ashton v. Rochester 


McIntosh v. Pittsburg (1901) 112 
Fed. 705, 707; Stevens v. Shi 
(1929) 179 Ark. 766, 19 S. W. (2d) 


1018, 64 A.L.R. 1258; notes, 2 
A.LR. 1133, 1134, 64 A.L.R. 12627 
It is clear, therefore, that with respect 
to questions which plaintiffs might 
raise in their capacity as taxpayers of 
the state, they are concluded by the 
decision of the supreme court of 
South Carolina in the Clarke Case. 

[11] For the reasons stated the 
decrees appealed from will be affirmed. 
While the question of the right of 
plaintiff to maintain the suit is fre- 
quently treated as going to the ques- 
tion of jurisdiction, it goes, in reality, 
to the right of plaintiff to relief, rather 
than to the jurisdiction of the court to 
afford it. Greenwood County v. Duke 
Power Co. (1936) 81 F. (2d) 986, 
999. 


Affirmed. 
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@ A positive rear end air seal eliminating rear 
arches, and water backs, and permitting a less 
costly furnace construction . . . 50% less carbon 
loss in the ash . . . an even depth of fuel bed 
maintained automatically, side to side and 
front to rear, providing uniform passage for 
the air, eliminating stratification of the gases 
and permitting rapid pickup . . . these are just 
a few of the many exclusive features Stowe 
Stokers, and only Stowe Stokers, can give you. 

Of great importance to management and 
purchasing personnel is the unlimited fuel 
selection. Stowe Stokers of similar construction 
are burning the entire range of fuels from 5% 
Pocahontas slack to the high ash low fusing 
coals found west of the Mississippi River. They 


permit operators to burn the coal that repre- 

sents lowest cost per B.t.u. laid down on their 

storage piles, and to change from one coal to 

another as strikes, fires, fluctuating mine prices 

and changing rail, water or truck rates, makes 

this coal or that the most advantageous to burn. 
Characterized by impartial observers as the 

greatest forward step in mechanical firing in the 

last ten years, Stowe Stokers are the obvious 

first choice for new boiler 

and modernization projects. 

Write for a full description 

and the illustrated catalog. 

It will pay you to investigate 

Stowe Stokers’ possibilities 

for your plant! 


THE JOHNSTON and JENNINGS CO., 977 Addison Rd., Cleveland, Ohio 
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Industrial Progress 





Silex Offers Utilities New 
Load-Building Programs 


EW load-building opportunities for utili- 

ties are being offered by The Silex Co., 
Hartford, Conn., through sales promotion pro- 
grams of glass coffee makers for commercial 
and domestic users. 

To help commercial users of coffee- making 
equipment modernize this spring, Silex is of- 
fering for a limited time, an “impossible to 
refuse” trade-in plan. Trade-in allowances are 


The 8-Unit Carlton 


as high as $50.00: And in addition to the al- 
lowance, a Moldex Upper Bowl Holder is in- 
cluded free with the purchase of each trade-in 
model. 

The trade-in allowances are made on a se- 
lec‘ed list of the most popular Silex models in 
each size of both the gas and the electric equip- 
ment. The amount of the trade-in varies ac- 
cording to the size and value of the Silex 
Glass Coffee Maker. 

The model pictured—the 8-unit Carlton— 
with a stainless steel range-and a built-in hot 
water tank, which has a thermostatic heat con- 
trol and an automatic filling device—assuring 
automatic control of both water level and wa- 
ter temperatures—has a $50.00 trade-in allow- 
ance, plus the free Moldex. Bowl Holder. 

To help dealers capture their portion of the 
$30,000,000 Bride Market, Silex is offering 
also, for a limited time, an attractive “Bride’s 
Special.” It consists of the new Delray model 
Silex Glass Coffee Maker, with a new, low, 
graceful stove—and Strainex—the Silex ex- 
clusive, patented tea-straining device, which 
converts the Silex lower bowl into a self- 
straining tea maker. “It strains as it pours.’ 

This Bride’s Special, a combination for mak- 
ing both coffee and tea—a $6.05 value—is of- 
fered until June 30, 1938, at a special retail 
price of only $4.95 with black trim, Red trim, 
a $6.35 value, for $5.25. The Bride’s Special 
may be had in either the 6 or the 8-cup size. 
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A.G.A.EM, President Stresses 
Cooperative Effort 


HE importance of greater codperation§ 

tween the gas utilities and the many 
turers of gas appliances and equipment in th 
respective promotional and selling campaig 
was stressed by Merrill N. Davis, presiden Y 
the Association of Gas Appliance and E 
ment Manufacturers, in an address befor ; 
annual convention of the Natural Gas De 
ment of the American Gas Association } 
recently in New Orleans, La. 

Mr. Davis, who is executive vice-president 
of the S. R. Dresser Manufacturing €, 
Bradford, Pa., pointed out that there are 
000,000 prospects for up-to-date gas raf 
throughout the United States, and he uf 
the utilities to go after that business as o 
of the ways in maintaining the gas load. 
up to the gas company and the appl 
manufacturer to make a strong codperati 
fort to retain that load for the gas con 


- and to capture that potential appliance 


ness for the manufacturer, Mr. Davis state 


Steam Jet Ejectors 


| pacnemncen Ranp Company of New 
announces the publication of a new bt 
tin covering single-, two-, and three-stage 
steam jet ejectors for removing air, gas OF 
vapors from condensers and vacuum = 
bers in industrial processes. Features of 


High Vacuum 
Boosters —) 


type of vacuum pump include the ability f0 
handle any quan‘ity of wet or dry mixtures, 
any vacuum, high sustained efficiency, 
initial and maintenance cost, and economica® 
trouble-free operation. 7 
This 28-page bulletin, No. 9046, explains tie’ 
application and characteristics of ejectors af 
illustrates the operation and arrangement 
all types of ejectors with either surface oF 


& 
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barometric precoolers, inter and after con- 
densers. 

The accompanying illustration shows two 
large high-vacuum boosters which are used to 
compress process steam to a lower vacuum at 
which it can be condensed with available cool- 
ing water. : 


Varnished-Cambric-Insulated 
Cable Data Issued 


M2 new data on varnished-cambric- 
insulated cable are contained in a 32- 
page bulletin (GEA-2623) issued by the Gen- 
eral Electric Company. Entitled “Varnished- 
cambric Insulated Cable,” it supplies informa- 
tion on the types available, their construction 
and characteristics, and the applications for 
which they may be best adapted. This pub- 
lication also includes simplified data on how 
to select conductor size. 

The part of the subject matter dealing with 
standard cable types is treated broadly under 
the three major heads of conductor, insula- 
tion, and finish—the three main constituents 
of an insulated cable. Those types which are 
generally considered as special for certain 
applications, such as line wire and apparatus 
leads, are described under separate headings. 

Among the new types treated in Glyptal 
cloth interlocked cable, which has proved well 
suited to indoor wiring. It can resist high, 
ambient temperatures, overloads, and oil. 

Other authoritative G-E publications of 
service to users of insulated cable are: GEA- 
1837, “How to Select Insulated Cable,” and 
GEA-2215, “Aerial Cable.” 


New 34-Ton Dodge Trucks 


A= line of Dodge 34-ton trucks was an- 
nounced recently by Joseph D. Burke, Di- 
rector of truck sales, Dodge Division of 
Chrysler Corp. 

Wide utility, low price and economy of op- 
eration are features of this new line designed 
for operators who require greater load space 
than is found in the %4-ton commercial car but 
whose loads are smaller than those handled by 
1- and 1%4-ton trucks. 

The new vehicles carry a maximum gross 
weight rating of 5200 pounds. 

The line is available in two wheelbase 
lengths and body sizes. Chassis with flat cowl 
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face, chassis and cab, express, stake and plat- 
form body types are available on a 120-inch 
wheelbase while the aforementioned, plus © 
panel and canopy models are available on 4 
136 inch wheelbase. 4 


Duff-Norton Pipe Pulling And | 
Pushing Jacks 


NUMBER of important time- and labor-say- 

ing advantages in the laying of pipe lines 
are afforded through the use of a new Duff- 
Norton, Pipe. Pulling and Pushing Jack re- 
cently placed on the market. 

Designed primarily for pulling and pushing 
without changing the position of the Jack, 
this new geared type Duff-Norton unit repre- 
sents the most powerful tool of its kind. I” 
is capable of forcing pipe up to six inches in” 
diameter. The tearing up of lawns, streets, 
highways or holding up of railroad trafhe 
is obviated by its use. % 

The new Duff-Norton Pipe Pulling and” 


ou 
* 


Pushing Jack is an invaluable aid to com 
tractors, plumbers, public utility companies, 
oil companies, municipal and railroad con- 
struction projects, etc., and wherever iron or 
steel pipe, electric conduit or lead cable must 
be laid. 

Literature describing this and other prod- 
ucts of the company may be had by writing 
the Duff-Norton Manufacturing ae 4 
2709 Preble Avenue, Pittsburgh, Pa. Kind 
ask for form number 120. 


New ¥%-Ton 

Dodge Truck 

with 9-ft body 
length 
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SAVE with the Economy of 
INTERNATIONAL Tractors 


International T-20 TracTracTor filling-in and grading on new construction and right-of-way near Coatesville, Pa. 


hen costs pinch profits, look to your 
wer and your power work methods. 
any businesses have swept away seri- 
s handicaps by scrapping obsolete 
uipment and methods and re-equip- 
ng with International Tractors. If you 
the word, an International Harvester 
presentative will go over your tractor 
eds with you and make recommenda- 
ns that can easily save many dollars. 
he International Harvester nameplate 
your assurance of full power, high 


quality, and adequate service. Interna- 
tional dealers and Company-owned 
branches have had a great deal of ex- 
perience with heavy-duty equipment. 
They know the service needs of ma- 
chines that do the world’s hard work and 
are equipped to back up every sale to the 
user’s complete satisfaction. The Inter- 
national Industrial Tractor line includes 
both wheel and crawler tractors (gaso- 
line and Diesel). Complete information 
sent on request. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


180 North Michigan Avenue 


Chicago, Illinois 


NTERNATIONAL HARVESTER 
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New Kinnear Gate Operator 


We the new electric, motor-driven gate 
operator, just announced by the Kinnear 
Manufacturing Company, 155 Fields Avenue, 
Columbus, Ohio, it is possible to open or close 
the sliding type of gate such as is widely used 
on industrial premises, from remote control 
stations, placed at convenient points inside or 
outside. The momentary-contact control switch 
is provided with “Open,” “Close” and “Stop” 
buttons, which permit a watchman or other 
authorized persons from visible stations, to 
operate the gate at an approximate speed of 2 
feet per second, without wasting time and ef- 
fort and without inconvenience. Where spe- 
cial conditions require, other type controls 
such as key operated types can be furnished. 

The gate is attached by means of a spring- 
cushioned operating arm to an endless roller 
chain travelling back and forth cver cut steel 
sprockets, driven by the electric operator. The 
motor is provided with a slip clutch which pre- 
vents the power unit from damaging the equip- 
ment in case the unit is stopped by some ob- 
stacle in the opening. The operator and travel- 
ling roller link chain is encased against 
weather in a metal housing. 

Manufactured by a company that is well- 
known, not only for Kinnear Rolling Doors, 
but also for Kinnear Door Operators, it is re- 
ported that this new gate operator embodies 
proved features for added dependability and 
emergency conditions that have proved their 
value in other Kinnear equipment for a number 
of years. 


Have You the Proper Light? 


HE new American Recommended Prac- 

tice of School Lighting (A23-1938, price 
25c) published by the American Standards 
Association, gives basic information on how 
much light and what kind of light is needed 
for various daily tasks. 

Prepared under joint sponsorship of the II- 
luminating Engineering Society and _ the 
American Institute of Architects, this new 
publication recommends the proper light in- 
tensities for: classrooms, offices, sewing 
rooms, drafting rooms, art rooms, etc., audi- 
toriums, and cafeterias. Such important fac- 
tors to eye comfort as color quality of light, 
light reflection from ceilings and walls, and 
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Gate Operate 
by Remote 
Control 


diffusion, distribution, and direction of light 


ing are discussed. 

A representative committee, including oph- 
thalmologists, physicists, architects, i 
health officials, power company representa. 
tives, educators, and labor officials, has de- 
veloped this standard. 


Electric Soldering Unit 


NEW all-purpose “Deluxe” Thermo-Grip 
soldering unit for all types of soft solder- 

ing work has recently been introduced by the 
Ideal Commutator Dresser Co., 1558 Park 
Avenue, Sycamore, Illinois. These new solder- 
ing tools operate electrically so that they serve 


Thermo-Grip Soldering Unit 


public utilities in two capacities, First, the? 


afford an easier, quicker and safer means # 
soldering and, second, they promote the ust 
of electrical energy. eee: 

The complete soldering unit consists Of} 
transformer and four heads or tools. ) 
plug into any A. C. supply and it is ready 
use immediately. All current carrying pal 
are fully insulated, which makes this dey 
completely safe. 2 3 

On soldering jobs where speed is pati 
larly necessary, a new foot-operated sw 
available. 
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TRANSFORMERS 


Pennsylvania UNI-ROW Radiators 


Welded 


The radiator is permanently 
welded to the tank, elimi- 
nating valves, flanges, gas- 
kets and bolted connections. 


Sturdy 


. answer your transformer 
radiator problems 


Accessible 


Each tube of the radiator is easily 
accessible for sand-blasting, cleaning 
and painting in factory or field. 


The tubes are of 13-gauge steel and 
are tested at 100-pounds pressure 
per square inch. 


TRANSFORMER CO. 


170te=ISLAND. AVENUE, 


PITTSBURGH ¢ PENNA. 
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Broken Pipe Extractor 


EPs Tool Inc., 220 Delaware Ave., Buffalo, 

N. Y., announces the Reps Extractor for 
extracting broken pipe and studs. 

The patented four-point grip prevents the 

extractor from reaming arid assures strong 

bite without hammering or pounding. Shal- 


low grip greatly lessens any expansion and 
jamming and the extractor releases instantly 
from bite after job is completed. 

A built-in reamer automatically removes 
burrs from pipe, eliminating interference with 
extractor’s bite and minimizing cause for ex- 
pansion of broken piece. The extractor pulls 
rather than reams. 

The complete set of only 10 Reps Ex- 
tractors fits every size and class of pipe, stand- 
ard, heavy or extra heavy. from % inch to 
2 inches. This same set of tools fits every size 
of studs, screws and bolts from 7/16 inch to 
3% inches, 


Silex Expands Facilities 


Ts meet the rapidly growing demand for 
Silex Glass Coffee Makers, The Silex 
Company has acquired approximately an acre 
and a half of land adjoining their plant, at 


Hartford, Conn., with a two-story brick 
building of mill construction. 

When alterations are completed, the new 
building will be used for the production of 
materials which in the past have been pur- 
chased from outside sources of supply. 


Award for Dr. Whitney of G.E. 


D* Willis Rodney Whitney, General Elec- 
tric vice-president in ge of research, 
was awarded the Marcellus Hartley Gold 
Medal by the National Academy of Sciences 
at its annual meeting held recently in Wash- 
ington, D. C. 


The award is given by the academy “to 
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mark the appreciation of the National Acad. 
emy of Sciences for eminent services to the 
public, performed without a view to monetary 
gains and by methods which in the opinion of 
the Academy are truly scientific.” 

Dr. Whitney’s pioneering work in making 
science available to industry by his creation 
and development of the General Electric re. 
search laboratory is probably his most notable 
achievement. 


Kinnear’s Door Catalog 


INNEAR doors and door products are illys- 
trated and described in detail in a new 24. 
page catalog No. 19 (A.LA. File No. 16-D-13), 
Since its founding, 42 years ago, The Kin- 
near Manufacturing Company has devoted its 
exclusive efforts to the manufacture of doors 
and door operating equipment. Steel rolling 
service doors, fire doors and fire shutters, wood 
and steel rol-top doors, wood and steel bifold; 
ing doors and metal rolling grilles, and motor 
operated doors are included among Kinnear'’s 
products. 

The catalog outlines the complete door serv; 
ice offered by the manufacturer and states the 
time tested advantages of Kinnear rolling 
doors as reported by users throughout the 
world. Architects’ specifications are given. 


New G. E. Publications 


Instruments: Commercial testing instru- 
ments, Type AP-9, portable, medium-sized 
voltmeters, ammeters, milliammeters, volt- 
wattmeters, and wattmeters. (GEA-2823-24), 
Laboratory and specialty instruments (GEA- 
2825). Switchboard instrument, Type AD-6 
(GEA-2821). Small Panel Instruments 
(GEA-2822). Dew-Point potentiometer for 
aid moisture content of gases (GEA- 


Motors and Generators: Type B ‘irect-cur- 
rent motors (GEA-1542-C). Gear-motors 
(GEA-1437-C). Type B and Type CD direct- 
current generators and excitors (GEA-1607B 
and GEA-432C, supersedes GEA-432B). 

Switching Equipment: “Outdoor Power 
Switching Equipment 1938.” Illustrated cata- 
log, 176 pages. Magnetic motor-starting 
switches CR7006 (GEA-2889). CR2931 float 
switches’ for use with automatic ye rd 
equipments for water-level control (GEA- 
67E)..' A-C magnetic switch, Size One, 
uc (GEA-841H—supersedes GEA- 

Transformers: Indoor current transformer 
Type JW-1, 5,000-volt (GEA-2432). No 
valux constant-current transformers, T: 
RF, Automatic Station Type (GEA-1086B). 

Other Products: Type Flo-1, outdoor oil- 
blast circuit breakers (GEA-2426A). Auto- 
matic oil circuit recloser for the protection of 
suburban, branch, and rural lines, Type FP- 
19 (GEA-2003B). Pyronol Capacitors for 
5 aga industrial applications (GEA- 

4 


A 16-page bulletin, “Reconditioning Floot- 
ed Electric Equipment” (GEA-2571B) 
among other literature recently published. 
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wr IESE new “Eveready” focusing spotlights for use in explosive, 
:ments (pseous atmosphere bear the inspection labels of both the U. S. 


or. for 


GEA- (reau of Mines and the Underwriters’ Laboratories. They are SAFE 
-t-cur- [ppdet the dangerous atmospheric conditions listed on the label. 


oo. The new “Eveready” Safety Flashlights are of high quality semi- 
16078 rd rubber reinforced with brass, with unbreakable, plastic lenses, 


Power pecial protected lamp and hand-replaceable, heavy-duty slide 

Fo vitch with positive “off” and “on” positions. Hexagonal heads 

| float 

mping 

. 4 “Eveready” Safety Flashlights resist water, oils, greases, gaso- 
ne, 


” 
GEA- ie, alcohol, acids, alkali, are non-conducting and proof against | 


vent rolling, ring-hangers add to convenience. 


| 
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| 
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Guard wire holds lamp in 
spring-loaded socket. Should 
— oa — ejects NATIONAL CARBON COMPANY, INC. 

instantly opening 
dane Gotule war (Ss etn General Offices: New York, N. Y., Branches: Chicago and San Francisco 
hot filament against chilling Unit of Union Carbide (18 and Carbon Corporation 


guard wire. 
The word “Eveready” is the trade-mark of National Carbon Co., Inc. 
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Air Conditioning Unit for 
Commercial Applications 


Ae capacity, self-contained air 
conditioning unit, designed especially for 
retail establishments and other commercial ap- 
plications of average requirements, has been 
developed by Delco-Frigidaire Conditioning 
Division, General Motors Sales Corporation. 

Built in the air conditioning equipment 
manufacturing plant of General Motors in 
Dayton, the new unit provides cooling, de- 
humidification, filtering and air circulation. A 
heating coil may be added as optional equip- 
ment to provide year round utility, and pro- 
vision may be made for ventilation by a simple 
duct connection. 


International Wheel Tractor 


N illustrated pamphlet (A. 268-BB) de- 
A scribing the International Diesel ID-40 
wheel tractor has been issued by International 
Harvester Company, Chicago, Ill. 

With a maximum engine horsepower of 58, 
this wheel tractor provides the smooth, de- 
pendable responsive power required for heavy 
“lugging” work such as is encountered around 
public utility plants. 


Baltimore Transit Modernizes 


ppiTION of 21 trackless trolleys and one all- 

service vehicle to its system has carried 
one step further the modernization program of 
the Baltimore Transit Company. The new 
vehicles are of the 40-passenger, front- 
entrance, center-exit type. 

Inasmuch as trackless trolley transportation 
was entirely new to Baltimore, the transit com- 
pany offered free rides to the public for sev- 
eral days prior to the official inauguration of 
the new service, as a means of acquainting its 
customers with the better service to be made 
available. The trackless trolleys replaced street 
cars on the line on which they were installed. 

Baltimore Transit began its modernization 
program eight years ago, adding gas-electric 
and Diesel-electric buses to its service. The 
total of this type vehicle now operated by the 
company is 58. Last year the company put 
27 PCC cars into service. 


Instrument Screw Driver 


a er Tools offers a new No. 1017 instru- 


ment screw driver, for tightening and 
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loosening screws on small recording and dial 

instruments, small auto parts, locks, etc; 
The handle is made of amber colored “Stan 

loid,” toughest nonmetallic substance 

and it is hexagon shaped to keep it from ra 

and to permit a firm finger grip. The | 

13 in. long, is made of tempered steel 

nickel plated. 


Improves Fulscope Controller 


HE Taylor’ Instrument Companies 
Rochester, N. Y., have added an 
portant new feature—a manual by-pass 
the Taylor Fulscope Micromax Contre 
Details of this controller instrument were a 
nounced in th2 October 14, 1937, issue of 
ForRTNIGHTLY, page 52. 4 
With the manual by-pass now stand 


Controller with Manual By-Pass 


equipment on the controller, it enables the 
operator to change the controlling-medium 
imput at the instrument where its effects are 
recorded. Furthermore, it permits adjust- 
ments or repairs to the instrument witho 

unduly disturbing the heat balance in the ap 
paratus. Bo 


Orders 9,000 Floodlights ™ 


bo fe thousand floodlights of a variety 0 
types and sizes will convert the Gol@ 
Gate International Exposition into a magit 
city emerging from San Francisco 
night. The contract for supplying these } 
has been awarded to the General Ele 
Company, according to an announcement 
W. P. Day, vice president and director 
works for the forthcoming celebration at + 
Francisco. It is the largest single order 
floodlights ever placed. # 
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A New Low-Cost Foam Tooll: 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


blic utilities are welcoming this revolu- 
onary larger-capacity foam equipment for 
mmable liquid fires. 


» specially designed PHOMAIRE Play 
pe connects to your hose line (34," to 2!/."). 
en the water is turned on, PHOMAIDE, 
new foam-making solution carried in a Hip 
ck, and air are automatically drawn into 
» water stream in the proper proportions 
b form foam. 


ere are no complicated preliminaries, no 
sing adjustments, no moving parts. And 
one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demon- 
stration of the Phomaire Unit illustrated at 
the left. Don't waitl Mail your request now. 


Get the Latest Foam Equipment 


SOLUTION 


developed, made and sold by 


Mamscereafowon 


ATLANTA 
RANBAS CITV 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





50 Public Utilities Fortnightly 


ONE WAY... 


withouta => 
concrete envelope 





IR ANOTHE 


“concreted-in” 


BOTH CONDUITS cut 


Electrical Distribution Costs 


ELECTING the right electrical con- weight and long lengths reduce both materi 
duit to meet specific problems is an and handling costs. 
important factor in providing for perma- For free data-sheet manuals on both Transit 
nent distribution savings. Conduit and Transite Korduct, write John 
Consider, therefore, the contributions Manville, 22 E. 40th St., N. Y. C. 
made toward this end by both J-M 
Transite Conduit and Transite 
Korduct . 


Both are ettecitaan.cxbarill in composition Jo h n S ba M a n V il le 


. . . hence permanently resistant to corro- 
sion, incombustible and weatherproof. In 
common, these materials possess an in- PS CON DUIT 
herent durability that promises years of 
virtual freedom from maintenance. for use underground without concrete 


And there are installation economies, envelope and for exposed locations 
too! In the case of Transite Conduit—its 


strength permits installation without an T 
envelope. ‘“‘Concreting-in” is eliminated. 


Large savings immediately effected. 
As for Transite Korduct .. . it’s the for installation in concrete 

logical choice on all multiple-duct trans- J 

mission systems— or wherever the service ‘ M, 


calls for “‘concreting-in.” For here, its light 
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Ithough vibration of conductors is more frequently encountered with 
onger spans and higher tensions, you need have no trouble from this 
ource. Vibration control has been developed by A.C.S.R. engineers, 
ho offer a complete vibration damping service. Control devices prop- 


Bly installed insure that long span construction will also be long-lived. 


ALUMINUM COMPANY OF AMERICA 


2134 Gulf Building, Pittsburgh, Pa. 


LCOA-ALUMINUM 


ALCOA 
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Public U, ‘ilities Fortnightly 





HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


{| |ssued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


| A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 





ORDER FORM 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 





Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 





Address 
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America rightfully looks to its basic industries for 
renewal of prosperity. 


Its colossal utilities are 
employing thousands of GMC trucks in the con- 
struction of giant power dams and in weaving a 
network of wire and pipe lines that project electrical 
and gas services even to the remotest outposis. 
Typical is the latest GMC innovation, the new 5-man 
line service cab, designed for the safety, comfort 
and efficiency of a vast army of utility workers] 


Time payments through our own Y. M. A. C. Plan at lowest available rates 


GENERAL MOTORS 
TRUCKS € TRAILERS 


_ GENERAL MOTORS TRUCK & COACH ® DIVISION OF YELLOW TRUCK 
wh COACH MANUFACTURING COMPANY * PONTIAC, MICHIGAN 


aah 






Po 
— 
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aa in OME a gent consis ied 2 
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How The Gas Waster 
Was Caught By Burnham 





HEN gas is used for automatic 

heating, no one knows better than 
you, that it is the heat lag that eats up 
gas and causes dissatisfaction with 
bills. 
It is the drawing of the cool air into 
the fire box and through the boiler 
that cools it down between automatic 
firings. Still the burners must have 
air. 
The Burnham Boiler cuts down heat 
lag with its built-in cast iron draft di- 
verter and positive control of primary 
and secondary air. Overcomes strong 
chimney pulls. 
The diverter also permits safe and sat- The T) 
isfactory operation of boiler during prise 
periods of down draft, or in event of 
accidental blocking of chimney. 


Its field economy operation equals that 
of the shop test. Rage mount 
Send for catalog. Get the full facts. ience 
See for yourself. space 





eleme 


desig 


acteri 


for m 
— Durham oiler Grporation forma 


IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada — 

















This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





| WEMay 26, 1938 Public Utilities Fortnightly 


YDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 


* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 
Hydraulic Turbine Division 
NEWPORT NEWS, VA. 

















ANGAMO TYPE L-2 METERS SINGLE DISK 


The Type L-2 two-element meters com- TWO-ELEMENT METERS 


prise two complete electro-magnetic 
elements driving a single disk. They are 
designed for modern "A" and "S" 
mountings, thus combining conven- 
ience in installation with a minimum of 
space requirements. Electrical char- 
acteristics meet all the requirements 
for modern meter accuracy and per- 
formance. 


Modern Meters for Modern Loads! 


SANGAMO ELECTRIC COMPANY 
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ACCT’S RECEIVABLE 


FE 
SERVICE BILLING ’ 


CASH POSTING 


ARREARS BILLING ° 


LEDGER BALANCING 


» BDISCOUNTS 


Pionee: 


METER DEPOSITS 


For complete 


and more informative records 


@ In re-equipping your accounting department, don't consider only 
your current Service Billing needs. This type of billing comprises only 
3°%, of present day customer accounting costs. 


@ Investigate the punched card method of accounting which, in addi- 
tion to Service Billing, will facilitate the handling of Cash Posting, 
Ledger Balancing, Discounts, and Arrears and Merchandise Billing. 
This method will also enable you to control Accounts Receivable, 
Meter Deposits and other important functions. 


@ This modern electric Accounting method offers complete and more 
informative records to the customer, the district offices, the customer 
service department and the management. Write for complete infor- 
mation today. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


WORLD HEADQUARTERS BUILDING BRANCH OFFICES IN 
590 MADISON AVENUE, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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46 
years of A 


eadership 


ith breakable bottom 
Pioneers in Meter Progress Yesterday-Today-T omorrow 





Sizes %” to 1” 





. 
For Freet-irge, nstaltations 
Sizes %” te 1” 


HERE is a Trident (or Lambert) 


Water Meter for every service. Made 
by modern precision methods. Inter- 
changeable parts protect against obso- 
lescence and depreciation and protect 
capital value. 


NEPTUNE METER CO. (THOMSON METER CORP.) 
50 West 50th Street (Rockefeller Center), New York City 


NEPTUNE Meters, Ltp., 345 Sorauren Avenue, Toronto, Canada 


TRIDENT 


Nold-the World over! 





COMPOUND 
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A set-up for meeting 
special requirements in strand 


Ww special characteristics are required in strand, the place to 
begin is at the open-hearth furnace. The complete integration 
of all manufacturing operations under Bethlehem’s system of control, 
beginning with steel making and following through all subsequent 
phases, is afi important factor in making strand to meet special 
conditions. 


BETHLEHEM STEEL COMPANY 
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CAREFUL 


election of the best manila rope for outdoor pub- 


c utility work usually leads to an order for 


ROT-PROOFED WATER-PROOFED 
AMCO All-Weather Manila ROPE 


ERICAN 


MANUFACTURING co. 


AVN 
‘ 


RD 
West Sts Brookly™: 
Noble & 

















PORCELAIN PRODUCTS, INC. 
PARKERSBURG, W. VA,, U.S. A. 


HI-VOLTAGE INSULATORS —SINCE 1894 
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The PITTCO STORE FRONT CARAVA 


Returns! 


nother chance to tie up with this 
potent builder of new lighting cus- 
tomers! Another opportunity to 
sell more current by showing the 
merchants and property-owners in 
your territory the advantages of 
modern, business-building store 
front lighting and design. 


The Pittco Store Front Caravan, 
with twelve scale models of modern, 
properly illuminated store fronts, is 
going to cover the entire country 
again. If it visited your territory on 
its first trip, you'll know how help- 
ful it was to you in educating your 
prospects to a better appreciation 
of adequate store front illumination. 


PLATE GLASS COMPANY Oi, 


Facanel 


This time, the Caravan will cove 
your territory more broadly ft 
before. Having presented its 
front exhibit in all the metre 
tan areas on its previous tour, i 
will this time present showings d 
its scale models in the 
important smaller communitie 
throughout your territory . ..¢ 
ing every merchant and 
property owner a chance to see i 


Watch for the return of the F 
Caravan ... and tie up with ti 
your sales efforts. Your neare 
Pittsburgh Plate Glass Co. brami 
can give you specific informal 
as to when it will revisit you 


ed 
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SAFETY RELIEF 


This dependable relief valve is 
of the positive functioning type 
for use where an accurate, in- 
CONNELLY stant-acting “Safety Relief” is 
required. Can be set to open at 

Type H. P. R. F. any pressure from | Ib. to 100 
Relief Valve Ibs. and, when closed, will ab- 
solutely not leak. Seats selected 

to suit conditions. Made in sizes 

Connelly Iron Sponge from 4” to 4”. Adaptable for 


and Unmixed Oxide— 


Regulators for Station, . ° 
Dierks, rem and high pressure storage tanks in 
Appliance — Caloroptic - 

aru Indicators — Back compressor by-pass, or for any 
ressure ves — Ho — . 

Testers and U-Gauges— similar duty 


na eee cana Ask for Bulletin No. 302-4. 


CONNELLY covernor company 


CHICAGO, ILL. New England Representative: T. H. Piser, Wellesley Hills, Mass. Elizabeth, N. J. 

















PORTABLE SLECTRE TOOLS 


(cen STOR, | MARYLAND 
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WHO'S WHO 


IN THE 


U. S$. GOVERNMENT 
UTILITY PROGRAM 


A directory, with biographical data, of Federal officials and 
employees whose duties embrace utility regulation and other 
utility problems, including construction and operation of | 
Federal properties. 


Compiled by Georce E. Doytne, Editor 
P.U.R. Executive Information Service 





260 BIOGRAPHIES 
MORE THAN 300 NAMES LISTED 
30 DEPARTMENTS, COMMISSIONS, ETC. 





A valuable reference guide to government personnel in the 
field of public utilities—electric, gas, transportation, com- 
munications. 





| Neroreraanie 

ne 
oe 

| ee 

| By 

| , 


PLACE YOUR ORDER NOW - - PRICE $1.00 


PUBLIC UTILITIES REPORTS, Ince. | 


MUNSEY BUILDING 
WASHINGTON, D. C. 
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“MULSTRE 














{ Positive Method of Extinguishing Oil Fires 
INTRODUCED 


i 
! 





Patented in United States, Canada 


and Foreign Countries 


The patented principle of Grinnell “Mulsifyre” 
System is the conversion of an inflammable liquid 
into one which cannot burn by the simple and 
effective method of emulsifying it. With this 


system the necessary mechanical agitation to 





sei ceeatiaamentig form the emulsion is provided by discharging 
water (and water alone) with force onto the 
surface of the oil. To accomplish this Grinnell 
has perfected a special form of discharge nozzle 
called a Projector. Both the method and the 


apparatus are fully covered by patents. 


Many installations, both among U. S. and foreign 
utility companies, attest to the effectiveness of 


the Grinnell “Mulsifyre” System. 





Send for special 78-page booklet describ- 
ing “Mulsifyre” and its applications. 





Grinnell Company, Inc., Executive 
Five Seconds after water was turned on, Offices, Providence, R. I. Branch offices 
“Mulsifyre” system has completely in principal cities. 


extinguished the fire. 


AUTOMATIC SPRINKLER FIRE PROTECTION 
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DAVEY LINE CLEARING SERVICE 


Widely Available 
© Middle West 
@ East 
® North 


® South 


They lasted Always use dependable Davey Service 


25% LONGER | ===" sexe cance 


WHEN CHOSEN by TEST 


Street Lighting Globes, for years, were 
considered to have a life which was termi- 
nated by accidental dropping or by a 
small boy’s stone. 

Tests by Electrical Testing Laborato- 
ries disclosed the fact that strains in glass- 
ware constitute an important mortality 
factor. Globes selected by careful test 
were found to have a 25% longer life than 
“run of mine” globes, under identical con- 
ditions of service. 

For more than forty years, E. T. L. has 
been conducting research and tests on 
nearly everything that a modern utility 
buys, sells, services or uses. Our clients 
tell us that this makes their operations 
more economical. 


A pamphlet entitled “Fact is Sounder Than 
Fiction” will be sent on request. 


ELECTRICAL 
TESTING 
LABORATORIES 
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96 UTILITIES 
ARE WINNING FRIENDS 
THIS WAY 


IGHT now, nearly a hundred elec- To encourage this desirable activity, 
tric-service companies—serving General Electric is offering to home build- 
re than a half of all domestic meters —_ ers $20,000 in prizes, and fifteen of the 
this country —are co-operating in co-operating utilities are adding a total 
New American Home Building Con- 
. They are helping to sell a great idea 
Better Living in Better Homes. And 
ry time they succeed, two things 


of $14,000 more. Known as General Elec- 
tric’s “Plan B,” the contest is directed 
principally to builders of new homes, yet 
pen. First, the home builder, with a _it also covers the modernization of old 
ter appreciation of electric service, homes. It’s simple, direct, and easy to 


s more for the money he spends in his handle. By selling your service, it will 
me. Second, the util- _ help you win friends. 


adds perhaps a 4000- : s) ~@=srs Write: today for com- 
ur home to its lines : n ' plete information. Gen- 
teadofan average of § eral Electric Home 
0. Furthermore it §& Bureau, 570 Lexington 
ns another booster [i ih Avenue, New York 


electric service. REA Gee City. 


GENERAL @&@& ELECTRIC 


96-470B 
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Spring 


Wort 


awe” jg Vor 


Assuredly an uncomfortable position, but one in which many uti- 
ities find themselves; faced with mounting operating costs on om 
hand, and, on the other, the insistent demand that present eff. 
cient, comprehensive service be maintained, and extended, 
lower rates. 


One unfailing way to reduce costs is to safeguard earnings at 
your most vulnerable point, by completely eliminating losses 
caused by current diversion. This can be accomplished immedi 
ately and permanently through the use of CB new sequence serv- 
ice entrance equipment to prevent the staggering, needless losses 
caused by tampering and diversion. 


Scores of thousands of CB meter enclosures are annually saving 
their slight cost many times over, not only through prevention 
of current diversion, but through the time and labor economies 
they effect in installation. 


SERVICE ENTRANCE EQUIPMENT 


by Corcoran-Brown includes the widely used weather-prodl, 
tamper-proof CB 14 meter enclosure in aluminum (illustrated) 
and drawn steel for indoor and outdoor use; meter test devices; 
meter service and entrance switches; range and water heater 
switches; meter cabinets; special equipment for specific require 
ments and other products. Complete data on CB equipment are 
found in Bulletins 57, 58, 60 and 61. Send for copies today. 


Electrical Department 


Grove Avenue 


ncinnati, Ohio 


( | | 
CORCORAN-BROWN LAMP DIVISION B 
THE ELECTRIC AUTO-LITE COMPANY — wi 
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Buckeye’ DITCHERS 


del 11 digs trench 1114” 
2" wide, depths to 5!/2'. 


Jel 12 digs trench 1, e 
ns" wide, depths to sif: 


ORIGINATORS 
the , 
WHEEL: TYPE 
DITCHER 


BUCKEYE TRAILER 


Put a Buckeye Ditcher on the job and you know that the trench 
will be completed on schedule and at minimum cost. No soil 
condition short of rock is too difficult and you have available 
the power and the choice of digging speeds that make re- 
markable savings in time. When you buy a Buckeye you are 
getting a machine into which has gone all the engineering skill 
and experience that comes from well over a third of a century 
of building trench excavating machines, in use wherever pipe- 
lines are laid, the world around. 





or ease in transporting Buckeye Ditch- 
rs, investigate the advantages of these 
gged, easily loaded trailers—built in 


, 10, and 15 ton capacities. 


THE BUCKEYE TRACTION DITCHER CO., 


FINDLAY, OHIO ° 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering coacems especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. 














DESIGN 
CONSTRUCTION 
OPERATING COSTS 


CHICAGO PHILADELPHIA 


Ford, Bacon « David, anc. =z crs 


Engineers 
VALUATIONS AND REPORTS 
NEW YORE 


APPRAISALS 
INTANGIBLES 


DALLAS WASHINGTON 








CHICAGO 


SANDERSON & PORTER 


ENGINEERS 


VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK 


SAN FRANCISCO 








BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re 
ports, design and supervision of con- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 











EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building Indianapolis, Ind. 


JENSEN, BOWEN & FARRELL 
Engineers 
Ann Arbor, Michigan 
codenstiiation’ oitghal’ coon sammy Saueoe 











EDWARD J. CHENEY 


ENGINEER 
Public Utility Problems 


61 BROADWAY NEW YORK 


ROBERT S. RAINS 
Special Consultant 
Accounting—Taxes 
Maweer ———. capac 2436 Cc 





| em 8. 
‘ormer Special I Consultant 
Federal ya. Commission 











Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington, D. C, 











SPOONER & MERRILL, INC. 
Consulting Engineers 
Design—Supervision of Construction 
—Reports—Examinations—Valuations 
20 North Wacker Drive Chicago, IL 
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“There’s No Economy Unless There’s Efficienc 








Wad area Malle. 


aS 
>} we 


CHEVROLET TRUCKS 


cut costs by doing more work per doll 


P cievRourr | Alert business—everywhere—seeks methods of 

achieving its*aims at reduced costs. 
In thousands of such businesses, large and small, Chevrolet 
trucks have more than met.the test of efficiency. They do the 
work for less money. Truck users have found that Chevrolet 
trucks reduce transportation and delivery expenses. That is 
why business men have bought more Chevrolet trucks itthe 
last five years than any other make of truck in the world. They 
know that Chevrolet trucks cost little in the beginning—and 
cost less in the end. os 

CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, DETROIT, MICHIGA 
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This Big RIFERXID 
akes Any 1 of Your Men 
As Valuable as 14 


yom) 
Wy 


@ Compound leverage does that money-saving trick for you. Because 
it has 14 times the leverage of a regular pipe wrench of equal jaw 
capacity (up to 8” pipe), one man can tighten or loosen pipe or fittings 
simply by slapping it on and pumping the handle. 

No more wasteful effort of several men on a wrench with a pipe- 
extended handle just because the joint is hard to start. This RIZID 
Compound Leverage tool makes it a cinch for one man, as thousands 
of canny buyers in all kinds of industries have discovered. 


A clever compact wrench, easy to use. Fasten the trunnion on pipe 
or fitting—whichever is not to move. The wrench then slips on, and 
the screwing or unscrewing is easy. 


Ask your Jobber. Buy one for your men to try—they’ll call for more— 
and you save money for your Company by furnishing them, which 
may be worth your while. 


RIDGID Saves You 75% of Your Pipe Wrench Repairs 


Millions of users have found 
that they actually do save 
nearly all wrench trouble 
and repair expense with the 
powerful all-alloy RIGID. 


Sizes 6” to 60” Straight Wrench 
6” to 36” End Wrench 


The Ridge Tool Co., Elyria, Ohio 
Pies 1D PIPE TOOLS 
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ON EVERY IMPORTANT POIN 


The gréat Plymogth ‘‘Roadking’’ 


IN SIZE is the biggest of the three leading 


low-priced cars...nearly 7 inches longer than one; 

and more than 10 inches longer than the other. 

| IN “RIDE” | Plymouth’s new ride is the sen- 
sation of the lowesteprice field... 


new faster steering, new easier handling. Clutch 
pressure is greatly reduced. 


All Plymouth models 

IN PERFORMANCE have the same big, 82- 

horsepower, ‘‘L-head’’ engine giving full-pow- 
ered performance as well as amazing economy. 


But ! 





2 INVEST INTHE CAR z 
THAT STANDS UP BEST” 
ie: Pa 
| et oe : 


v ae 


‘tg “685 = 





ime 11'S THE. 


The new Plymouth’s ie 


IN COMFORT plane-type shock -abs¢ 


and “‘live’’ rubber body mountings absorb 
‘*radio studio’ ’sound-proofing blocks outnoi 


Plymouth’s 4-ring pista 
IN ECONOMY Hypoid rear axle, Floati 
Power engine mountings give greater econo 
longer iife. Owners report 18 to 24 miles ong 
Your present car will y 


EASY TO BUY ably represent a large pr 


portion of Plymouth’s low delivered price... 
the balance in very low monthly instalments. 
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